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New India 


and 
How to get there 


“* Nevertheless, tt 1s open, I repeat, to serious question, which I 
leave to the reader's pondering, whether, among national manu- 
factures, that of Souls of a good quality may not at last turn 
out a quite leadingly lucrative one ? 


“THERE IS NO WEALTH BUT LIFE. Life, including 
ail tts powers of love, of joy, and of admiration. Thatoomgjry 
18 the richest which nourtshea the greatest number of noble and 
happy human beings ; that man is richest who, haring perfected 
the functions of his own life to the utmost, has also the widest 
helpful influence, both personal, and by means of his possessions, 
over the lives of others. 


‘A strange polttical economy ; the only one, nevertheless, that 
ever was or can be : all political economy founded on self-interest 
being but the fulfilment of that which once broughi schiem 
tnio the Policy of angels, and ruin wnio ihe kconomy of 
Heaven.’-—RoskIN. 
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Introduction. 


A AER 


All administrative problems, however intricate, can be 
resofved into factors n. which the five acre unit, and the 
prosperity of the five acre holder, is the most important one 
of all. —The Government of Indsa Stutistical Atlas, 1895. 


WHEN opening India House in London, on the 8th 
of July last, the King said, 

“ At this critical period of India’s history, when 
the thoughts of all who love that country are centred 
on constructive effort and on laying well and truly 
the foundation of India of the future, I regard it as 
a happy augury that we are able to open a building 
which marks the end of one period of advancement, 
and the beginning of a new.” 

And Sir John Simon, in his broadcast speech of 25th 
June, said, 

‘A Constitution is a work of architecture, like a 
great cathedral, which must indeed embody noble 
aspirations, but must stand on solid earth, and be 
designed to resist all the strains and stresses that 
will assail it, and to give room and protection 
not to one section, but to all manner of people.” 
And the Viceroy, in addressing the Indian Legis- 

lature at Simla on 9th July said. 

“The monuments with which India ia enriched 
attest the faith and perseverance of her master 
craftsmen... and no other qualities can serve 
the constitution builder who builds not for himself 
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but for futurity.... Could we but recapture the 

spirit of mutual trust between our two countries we 

should, in so doing, liberate invincible forces of faith 
to remove those mountains which have lately 
hemmed us round.” 

In the building of a great cathedral, or templé, or 
mosque, or constitution, or village hut, the master 
craftsman, in the exercise of his faith and perseverance 
and comuaon sense, first sees that the foundations are 
well and truly laid. It is a matter for regret, there- 
fore, that in the planning of his great cathedral Sir 
John Simon has made no recommendations for the 
strengthening of India’s foundations, so that the gread. 
constitution which he proposes to rear shall stand on 
solid earth. 

India’s 700,000 villages, with their 250 millions of 
peopic, are India’s foundation stones, and most of 
these are as shaky and unsound as they can be. The 
rayat is India’s key man, but he is bankrupt; and it 
is because the rayat is bankrupt that the provincial 
purses are bankrupt, and that the masses of the people 
are bankrupt of nearly all that makes life worth living. 
What the Viceroy calls “ the riddle of India ~ is an 
economic riddle, which only the rayat can solve. Only 
he can open the door to dominion status or independ- 
ence, but only when he has reached the status of a man. 
He holds the key, but his arm is paralysed by the 
moneylender, and is powerless to turn the key which 
opens the door to freedom—freedom first of all from 
the money shackles which bind him soul and body, 
and freedom thereafter for his country. 
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The Simon Report says, “‘ The provinces of India 
exist and form the basis on which a federal structure 
must be built.” Yes, but the villages of India also 
exist and form the basis on which the federal provinces 
must be built. Yes, and the rayats of India also exist, 
and’ must be built up strong in body and soul, in- 
dividually and collectively, by the ouly unifying power 
which exists in India to-day, that of the co-operative 
movement. «Only then will Sir John’s great cathedral 
stand on solid earth, strong enough to stand all the 
strains and stresses that will assail it, and give room 
and protection not to one section, but to all manner 
ef people, including the 250 millions for whose 
accommodation and protection the Statutory Com- 
mission has made no recommendations atall. The 
Commission's recommendations deal only with the 
machinery of governinent, but machinery without 
power to drive it is only scrap iron. The rayat is 
India’s driving power. He is a small man; but 
organise and monetise his credit and his labour, 
multiply him by 250 millions, and he becomes a giant 
able te move India. India will then move the world. 

The Whitehall specialists’ prescription for the cure 
of India’s ailments is a federal pill composed of more 
taxes, sweetened with more votes, and more highly 
flavoured with oratorical spice, plus the loss of a leg, 
and a re-arrangement of the internal organs ; regard- 
less of the scarlet fever outbreak of twenty years ago, 
caused by the re-arrangement of Bengal. What next ? 

Sir Walter Layton says, “ Indeed, taxation may 
be the only practicable means of creating a better and 
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more secure livelihvod.” Taxation is higher now in 
Great Britain than ever it was before, yet, with two 
millions of unemployed, livelihood is less secure than 
ever. The British taxpayer is robbed while alive and 
plundered when dead, yet the great industries of 
England and Scotland are on their beam ends. If 
the taxgatherer were the creator of a better world, it 
is odd that he should have been hated of all men from 
time immemorial, both m the east and éhe west, in 
the north and the south. Hatred of the taxgatherer 
is a healthy instinct; and the British taxpayer, 
with the retired diehards, headed by Sir Michael 
O’Dwyer, would be delighted to give Mr. Gandhi a 
free first class passage to England, to lead a no tax 
cainpaign there. 
Sir Walter says, 
‘ Looking a little way ahead, the key to the 
situation is clearly to be found in the yield of 
Customs revenue. If the recent trend should 
continue, a definite upward movement will be seen 
in the total budget figures when the opium revenue 
disappears from the budget, and this upward trend 
will be strengthened by growing income tax receipts, 
if and when industrial stagnation passes away.” 
A nation, however, cannot be built on “ifs 
Looking a littl way ahead to the growth of nation- 
alism with its rising tariff wall, the additional fifty 
crores of Customs revenue which Sir Walter sees on 
the horizon are more misty than clear. 

Speaking of the Land Revenue Sir Walter remarks, 

‘* When account is taken of the upward movement 
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of prices and salaries, the comparative stability of 
Land Revenue means that its real value as a 
contribution to the cost of Government has 
diminished. On the other hand it means that, in 
so far as the produce of the soil is converted into 
cash, either the cultivator or the zemindar has 
greatly benefitted. There ts no doubt that in some 
cases it is the caltivator that has gained.” 

There is also no doubt that in most cases it is the 
moneylender that has gained. 

Sir Walter drops a tear “‘ because both the landlord 
and tenant interests are united in resisting anv 
increase of Land Revenue’; so, as the easiest way 
out of the difficulty, he suggests scalping the landlord, 
whose vote will count for nothmg im the political. 
scales of a heavenborn democracy. Well, like other 
men, landlords are good, bad, and indifferent, but 
such as they are, they are the pulars of India. Does 
Sir Walter propose to strengthen the great cathedral 
hy weakening its pillars / 

Sir Walter tells us that Bengal lives largely on 
litigation ; Madras, Bihar, and Orissa, on drink ; and 
he hopes to see the great cathedral rise still stronger 
on these solid rock foundations. And, having lost 
its savour, the pillar of salt is to remain to prop up 
the great structure. 

Taxes, votes, hot air, scalps, litigation, drink and 
unsavoury salt—-these form the “ solid earth” on 
which the nation builders are to raise the great 
cathedral. I can only exclaim with the Glasgow 
bailie, “‘ ma conscience.” 
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Mr. Gandhi’s economics are sounder than those of 
the Editor of the Economist. He proposes to build 
India on the solid rock of honest labour, in accordance 
with the teaching of Adam Smith as laid down in the 
first 21 words of The Wealth of Nations, ‘ The annual 
labour of every nation is the fund which originally 
supplies it with all the necessaries and conveniences 
of jife.””’ And nothing but the organised labour of 
India’s hands and brains will ever provide’her with the 
necessaries and conveniences and amenities of life, or 
build the national temple or the great cathedral. 
Castles in the air are built on votes and taxes. 

But after all, I believe it possible for Mr. Gandhi 
and the Statutory Commission to join hands and mix 
brains in the building of new India; for both see alike. 
Mr. Gandhi tells us that, for want of something to do, 
half of India’s labour ts lost between seed time and 
harvest, and he would harness this idle labour to the 
spinning wheel and the hand loom, and to the 
development of village industries among wholesome 
surroundings rather than in Bombay chawls. This 
is the soundest of sound political economy, with which 
everyone will agree. Sir John Simon and his col- 
leagues bear witness to the same colossal waste of 
human life and labour—half the time of 250 millions 
of people sacrificed to the goddess of idleness and want 
-——the whole working life of 125 millions of men, 
women, and children, thrown away for want of 
something to do. In this Sir John and Mr. Gandhi 
are In agreement. 

‘Except in the north-west the whole of the 
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country is dependent on the monsoon, and all major 
agricultural operations are fixed and timed by this 
phenomonon. Unless perennial irrigation is avail- 
able, climatic conditions thus restrict agricultural 
qperations to a few mouths of the year. Under the 
prevailing system of tillage the small holdings do 
not provide accommodation for more than half the 

time of the cultivator.”—Vol. I, page 16. 

But how fs the 12) million man power which is now 
running to waste, to be harnessed to the work of 
building new India? Here again I believe that the 
Statutory Commission and Mr. Gandhi are in agree- 
ment. Speaking of the co-operative movement with 
its 90,000 societies the Statutory Commission says, 

“The work of the co-operative department is 
concerned not with defects in natural conditions, 
but with poverty and improvidence. The wide- 
spread indebtedness of the rural population is one 
of the most serious economic problems of India. . . 
The money lender is not in the least concerned with 
the purpose of a loan; his policy is to entangle the 
debtor to an extent that will leave him with just 
enough of the product of his labour for the bare 
subsistence of himself and bis family. The misery 
entailed in such a system is almost equalled by its 
economic wastefulness. 

‘The problem of debt is almost wholly the problem 
of how to maintain the peasant proprietor in freedom 
and comfort. Its solution is the aim of the Co- 
operative Department in the various provinces. 
The economic value of such a movement, in 


( xii ) 


conditions such as we have described above, can 

hardly be overestimated. But its educative value, 

not only in thrift and foresight, but above all, in 

the advantages of common endeavour on a basis 

that cuts across class and social distinctions, must 

be almost as great. It is an education in affairs 

quite as valuable for the exercise of political rights 

as the education of the schools.” —Vol. I, page 276. 

When the Statutory Commission see8 so clearly 
that the co-operative movement, in releasing the 
people from debt, giving them freedom and comfort, 
developing thrift and foresight, and providing a 
common platform which cuts across class and social 
customs, and in so doing solves the communal and 
depressed class problems, besides providing schools and 
political education, why did it omit from its recom- 
mendations the development of village self-government 
along co-operative lines? Its recommendations are 
for the upper floors and the roof ; why was the ground 
floor omitted? The self-governing village is the 
political unit of India ; why was its development left 
out ? Was it owing to an oversight on the part of the 
Comuuissioners, or did Sir John think it outside their 
terms of reference ? I am inclined to think the latter 
is the explanation. But in any case it may be taken 
fcr granted that the Statutory Commission favoura 
the development of village self-government by means 
of the co-operative movement ; if so, the Round Table 
Conference will deal with the ground floor and complete 
the structure. That Mr. Gandhi will approve may 
also be taken for granted, as shown by the following 
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letter which I received from him after he had set out 
on his march, 


‘* Dear friend, 

I have your kind letter during my march. I 
cahnot agree with you that the movement is taking 
a wrong turn. If you could witness what is going 
on daily you would probably think differently. 
But time will show us the truth of the matter. 
Meanwhile there is much common ground between 
us on the currency question. You will observe 
that even there the Government is unable to render 
justice. 

Yours sincerely, 
M. K. Gandhi. 

I shall gladly sign the hundred cards. They 
should be, you will agree, in Hind: or Bengali as the 
case may be. 


16/3'30. M.K.G.” 


1 have not asked Mr. Gandhi's permission to publish 
this letter, but in fairness to him I feel it right to do 
so, in order to show that he is quite prepared to co- 
operate with the Government on lines which he knows 
to be sound, and which will help India to work out her 
own salvation in the way best suited to her genius and 
traditions. The hundred cards which he has agreed 
to sign for a hundred young men entering the co- 
operative department will bear only the two words 
‘be honest.” Why these two words were chosen as 
a message to the young men is explained in my address 
entitled The Nation Builders. I also had a letter from 
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Pundit Jawaharlal Nehru before leaving India, thanking 
me for my paper The Banking Enquiry. In his letter 
the Chairman of the Congress said that, although he 
did not profess to be an expert in these things, he 
believed that my suggestions, if given effect to by 
Government, would be productive of good to the 
country. Dr. Rabindranath Tagore is the poet- 
philosopher of the co-operative movement, and in a 
letter which J received from him lately he said “I 
believe that the co-operative principle is the only 
civilised principle in commerce and also in politics.” 
And His Excellency the Viceroy, in an interview which 
I had with him in Delhi, gave me his assurance that he 
would do all he could to forward the co-operative 
movement; while the Finance Member, Sir George 
Schuster, at the same time gave me his opmion that 
“co-operation was what India wanted ;” and asked 
me to send him a scheme for its development, 
which I did : it will be found in the pages which follow. 

When all are agreed that “ Government and Co- 
operation are the laws of Life,” to use Ruskin’s phrase, 
why not all sit down and frame a Co-operative Consti- 
tution based on co-operative finance, (which is co- 
operative faith), and perseverance in hard and honest 
work which alone will bring hfe to India, rather than 
spend time framing a constitution of paper and ink, 
based on votes and taxes which experience has shown 
so clearly and so sadly, bring strife, division, disinte- 
gration and death? The money chests of the 
Government of India are bursting with idle credit, 
only awaiting the organisation of the people, co- 
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operatively, to be harnessed to Mr. Gandhi’s and 
Sir John’s idle labour. The lending of this money, 
which the bankers term credit, will sooth, sweeten, 
and strengthen the lives of the people by breaking 
their silver shackles, and at the same time provide 
the “Government with a profit which, eventually, 
wil] kill the salt tax and the drink traffic, and obviate 
further taxation. It will create a healthy living 
bond between Government and people, and pave 
the way to independence. 

But, asthe Scripture saith, ‘‘the Kingdom of Godisnot 
in word but in power.”” An ounce of deeds, therefore, is 
better than a ton of words or wordy statutes. And to 
prove the soundness of Mr. Gandhi’s economics, and 
the goodwill which will be created, and the good which 
will result from the linking together of the Government 
and the people co-operatively, by monetising the credit 
and labour of the latter, J ask Government to give its 
favourable consideration to the following proposal, viz, 

That Government give me (or Mr. Gandhi) a 
long lease of say 1000 acres of suitable land at a 
reasonable rent, and lend me, on security to be 
arranged, the credit money required to develop it. 

That I settle thereon one hundred famihes who 
will build their own houses, grow their own food, 
weave their own clothes, and so achieve the status 
of individual and village independence. 

That from the proceeds of their crops, the 
people provide their own education and medical 
requirements, without the aid of taxation from 
tainted toddy. 
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That I return the money borrowed within ten 
years by annual instalments, plus six per cent. 
interest. 

That the work of village building, and the training 
of the people in the art of village self government, 
be entrusted to the young intelligentsia, after they 
have received a good grounding in the work of the 
co-operative department. | 

That similar settlements be established in every 
province, where these proposals will be translated 
from words into deeds; and give Government and 
people a few much needed lessons in sound finance, 
and in the work of nation building from the village 
upwards, rather than from the roof downwards. 
While [ have felt it necessary to criticise the 

Statutory Commission, not so much for its reeommend- 
ations as for its failure to recommend the development 
of village self government, I think it only right to 
thank it for the light it throws on the financial control 
exercised by the Secretary of State over the Govern- 
ment of India, which control must be relaxed 1f India 
is to make headway. For, he who holds the purse 
holds the pass; and the Government of India must 
be allowed to develop its own financial system without 
the control of ** the hidden hand.” 

In paragraph 431 of vol. | The Statutory 

Commission tells us that, “over the financial 
administration of the Central Government the 
Secretary of State still maintains a control more 
rigid than over any other sphere of administration, 
except perhaps defence and foreign relations. 
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Indeed, although there has been a general tendency 
for this control to be relaxed, the Government of 
India would, we think, contend that on some 
occasions in the past the directions of the Secretary 
of State on some financial questions have reduced 
the Government of India to the position of a 
subordinate agency . . . . The Secretary of State 
also controls the management of the Gold Standard 
and the paper currency reserves, the policy with 
regard to exchange and currency, and all borrowmygs 
in England and in India.” 

The future of India depends on the utilisation, 
productively, of the gold standard and paper currency 
reserves, But if these remain as now, undeveloped 
and unutilised for productive purposes and the 
development of the country, Jndia has no future 
at all. And the Birkenheads and Churchils will be 
right in contending that India will not be fit for self 
government either in this generation or the next. 

The Statutory Commiussion’s desire 18 that the 
Province should be ‘“ mistress in her own house.” 
But a mistress with an empty purse is more slave than 
mistress. Sir George Schuster, as representing the 
Government of India, must be master in his own house 
if the province is to be mistress in hers. The power 
which stands between India and her goal is the money 
power of the East and the West ; and the Government 
‘of India must be master of its own finances if the 
people are ever to be masters of theirs. 

Financial control by the Secretary of State means 
control by the Bank of England, and control by the 
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Bank of England means control by America’s golden 
image, raised in the field of blood, before which all 
Europe lies prostrate. Is India to do pwja to THAT ? 

Tf new India is to stand on solid earth, and be 
designed to resist all the strains and stresses that will 
assail it, it must rest, not on dead gold, but on the 
faith and perseverance, the hard and honest work of 
living men. The following papers explain how. 


* Then said I unto them, Ye see the distress thai we are 
int, how Jerusalem lieth wasic, and the gates thereof are 
burnt uith fire: come, and let us build up the wall of 
Jerusalem, that we be no more @ reproach.” 

“ Then I told them of the hand of my God which was 
good upon me; as also the King’s words that he had 
spoken unto me. And they said, Let us rise up and 
build, So they strengthened their hands for this good 
work,’’-—Book of Nehemiah, 11. 17, 18. 


D. M. HAMILTON 


Man or Mammon. 
The True Capital and the False. 


SN 


Mr. Ganpui has, very kindly, invited me to write 
‘““a popular article. or a series, making banking 
easy for people to understand.” 

Mr. Gandhi is not the only man who finds modern 
banking difficult : the bankers themselves do not 
quite understand it. For example, some time ago, 
Dr. Walter Leaf, Chairman of the Westminster 
Bank, one of the big five English Joint Stock Banks, 
published a little book entitled Banking, which was 
written in a popular style so that the man in the 
street might understand it. In his book, Dr. Leaf 
tried to show that banks do not create credit ; but 
he was promptly contradicted by his fellow bankers, 
who assert that they do. 

Again, a short time ago, the leading Scottish 
newspaper, the Glasgow Herald, in an article on the 
credit system, said that the Bank of England would 
be all the healthier if a little fresh air were let into 
its inner chambers, for no one outside could under- 
stand its working. It works in the dark, so much 
so that in financial circles it is known as “ the 
hidden hand’”’ which expands and contracts the 
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money supply of the nation at its own sweet will, 
giving no reasons for its action ; and no one, not 
even its shareholders, knows what profit it makes, 
or understands its working, 

Again, in the Bankers’ Magazine for May’ last, 
Mr. H. G. Wells, the well-known writer and sociol- 
ogist, in an article entitled “‘ Has the money-credit 
system a mind?” calls on the banRing world to 
clear up the mystery which surrounds it, and 
explain to the world at large its working, and 
its relation to the progress of the human 
race, 

Again, during a recent debate in the House of 
Commons, on the amalgamation of the Government 
Treasury notes with the Bank of England note, 
Mr. Walter Runciman, the well-known Liberal 
Member of Parliament, said there were not six men 
who understood currency. If, therefore, I fail to 
make the subject as clear as I should like, Mr. 
Gandhi will understand that I have failed in good 
company. However, I shall do my best to comply 
with his request. 

The first thing to grasp firmly in the study of 
finance is, that men grow rice and wheat, spin and 
weave, build houses and ships, and that money does 
none of these things. In short, man makes every- 
thing and money makes nothing. A ten-year-old 
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school-boy can understand this ; but as it is too 
simple a truth for grown-ups, who have the idea 
that money makes all things, I here quote as my 
authority, the first twenty-five words of the world’s 
greate$t economic book, Adam Smith’s Wealth of 
Nations. 

“The annual labour of every nation is the fund 
which originflly supplies it with all the necess- 
aries and conveniences of life which it annually 
consumes.” 

Note the words “labour (not money) is the fund 
which supplies all the necessaries and conveniences 
of life.” It is because the world has overlooked 
this simple truth that money has been allowed to 
usurp the place of man, as the ruling power, and 
that finance has become so mystifying and difficult 
to understand. 

Having shown, on the authority of the world’s 
greatest economic teacher, that labour is the only 
real money, and that the labour of an honest man 
is, therefore, a better monetary unit than a gold 
mohur, any intelligent school-boy can understand 
that the wealth of a nation will prow in exact ratio 
‘to the number of its people who are employed fully 
on the production of useful things such as rice, or 
wheat, or sugar, or clothing, or houses, or the con- 
struction of irrigation canals and wells, or roads. 
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And the obverse is equally true that, the poverty of 
a nation is in exact ratio to the number of its people 
who are not so employed. 

In the modern world, however, the real money er 
labour of a country cannot be utilised withdut the 
help of what Adam Smith calls the nominal money, 
in the form of silver. or gold, or paper. The nom- 
inal money being the instrument for setting men to 
work, or for exchanging the products of their work, 
anv school-boy can understand that, in order to 
reach its maximum of production, a country should 
have as many of these monetary instruments in 
active operation as will keep every able-bodied man 
employed fully on the production of what Adam 
Smith calls “the necessaries and conveniences of life.” 

How does India stand with regard to the number 
of these monetary imstruments? She does not 
stand at all: she les prostrate. She is the great- 
est real money power mm the Empire, and after 
China the greatest real money power in the world. 
but for want of these monetary instruments 
which can be manufactured so cheaply, the 
productive capital 1s hampered in its working ; 
consequently, India is a land of poverty, instead’ 
of the land of plenty which she will be when her 
people are supplied with as many of these cheap 
monetary instruments as are required to keep them 
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fully employed in growing rice, and wheat, and 
sugar, spinning and weaving, constructing irriga- 
tion canals, digging wells, making roads, building 
skips, etc. 

Bankers tell us that paper money is not safe 
unless backed by say ten or fifteen per cent. of gold 
or silver. Even if that were so, Government 
currency notes‘are infinitely safer than bank notes, 
for they are backed for all time by all the gold and 
silver and goods of the nation, whereas bank notes 
are backed only by the propertv of a few share- 
holders. And to use gold or silver when paper will 
do the same work quite as well, and so much more 
cheaply, is folly. A child can understand this if a 
banker cannot. Would a golden plough yield a 
larger crop than one made ofiron? Would a silver 
charka spin more varn than one made of wood ? 

Hard cash in the form of a gold mokur worth 
twenty rupees, will employ one man for two months 
in growing rice. Soft cash, in the form of Rs. 2,000 
of Government currency notes costing altogether 
twenty rupees, or one gold mohur, will employ a 
man for nearly twenty vears in growing rice. Which 
‘ig the better currency, the gold or the paper 2 

Four hundred rupees will sink a well, and yield 
four hundred rupees’ worth of food every year. 
Four hundred rupees spent on the manufacture of 
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productive paper currency will sink one hundred 
wells, yielding forty thousand rupees’ worth of food 
every year. Which is the better currency, the 
silver or the paper ? Such is the difference between 
hard cash and credit. The one starves a Station, 
because there is not enough to go round ; and what 
there is, is in the wrong hands --the hands of the 
moneylende: or the non-producer : “the other feeds 
it, because it can be manufactured so cheaply, and 
issued in quantity sufficient to employ every man 
in productive or constructive work. 

It will thus be seen that a bank or government, 
which has the power to manufacture and issue 
currency notes, requires neither capital nor 
deposits. The capital is the living man who re- 
quires only the nominal money to turn his labour 
into profitable channels which will enrich himself 
and his country. Only two things are necessary. 
These are: 

1, Relhable men. 

2. Government paper currency, or the instru- 
ments of credit, in quantity sufficient to turn the 
labour of every reliable man on to the growing 
of food, the spmning and weaving of cloth, the’ 
construction of irrigation canals, the digging of 
wells, the making of roads, and other useful pur- 
poses ; and it must not be issued in excess of this, 
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otherwise it will defraud the country, by giving 

men the power to purchase goods without pro- 

ducing or giving anything in exchange for such 
ezoods. 

T pl&ce reliable men first; for the money can be 
issued and Jent only to men who can be trusted to 
turn it to profitable use and return it, or to honest 
men who will COnstruct and hand over one rupees’ 
worth of road, in exchange for one rupees’ worth of 
food which the money will enable them to buy. 
The manufacture of reliable men is, therefore, the 
first essential for the enrichment of a country, and 
the welfare of a nation. And may I here quote 
Ruskin’s Unto This Last? “ Nevertheless, it 7s 
open, I repeat, to serious guestion, which T leave to 
the reader's pondering, whether, among national 
manufactures, that of Souls of a good quality may 
not at last turn out a quite leadingly lucrative 
one?” 

It being a physical impossibility for a joint stock 
bank to reach. individually, the tens of millions of 
small men who are crying out for someone to save 
them from the moneylender, it is the imperative 
dnty of Government, through its co-operative 
department, todosc. The masses must be financed 
co-operatively in groups, or not at all. It is, there- 
fore, the business of the co-operative department 
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to manufacture the reliable men, who are the real 
foundation of every sound banking system, and to 
form them into groups who will stand shoulder to 
shoulder, to guarantee the return of the mongy 
borrowed by themselves and their neiglbours. 
And it is the duty, as well as the business of Gov- 
ernment, which holds the monopoly of the fhanu- 
facture of money, to print and issue &s much as may 
be required for productive and constructive pur- 
poses ; otherwise, so far as the great masses of the 
people are concerned, their life will remain the 
empty one it 1s to-day. And be it noted that the 
money so manufactured and issued isnot Government 
money, but the money of the people ; that is to say, 
their labour monetised and turned into solid assets. 

The British Government, at the instigation of 
the Bankers, acted very unwisely in handing over 
to the Bank of England the manufacture and 
issue of the £1 Treasury note, which is the people’s 
own currency ; for this means that the nation has 
to pay six per cent. for the use of its own money ; 
whereas, if the money came direct from the Treasury 
the people might have it at one per cent. for the 
growing of corn, the building of houses, ete.— 
Government having no large dividends to pay to 
bank shareholders, and no interest to pay to bank 
depositors. The Government of India must make 
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no such blunder, but retain the manufacture of 
currency in its own hands as a monopoly to be used 
freely for the benefit of the people and the develop- 
ment of the country. 

The Retrenchment Committee which, to save a 
printers’ bill, abolished the one rupee note, struck 
a deadly blow at the development of India ; for, 
without a credét system which can be expanded 
according to the needs of the people, India’s only 
future will be one of stagnation and poverty. 
India’s banking system must be framed to suit the 
people : the soul of a nation must not be dwarfed 
to suit the banking system. Better to curtail bank 
dividends than the hfe of 320 millions of people. A 
restricted supply of productive credit money means 
a restricted life, a shrivelled body, a shrunken 
soul. 

The one rupee note must come back if India 1s 
to move forward ; and the sooner it comes the sooner 
will India take her place among the nations. And 
the paper currency must be issued not only in ex- 
change for silver received, but (as in Scotland) as 
capital for the growimg of rice, and wheat, and 
sugar; and the more plentifullv it is issued for 
these purposes the greater will be the inflow of gold 
and silver, and the firmer the foreign exchanges. 
India now imports every year sixteen crores’ worth 
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of sugar which a productive paper currency would 
enable her to grow within her own borders. If 
this were done, sixteen crores’ worth of gold and 
silver would flow into India instead of sixteen 
crores’ worth of sugar. There would thenebe no 
fear of falling exchanges. To regulate the issue of 
credit money by the output of gold and silvermines 
situated at the other ends of thegearth, is sheer 
stupidity and bad finance. To sav that the people 
of India should stop growing rice because some 
wretched miners in South Africa stop raising gold, 
is folly. To regulate the food supply of India by 
the silver output of Mexico would be a sign of senile 
decay in the finance department of Government. 
Kven the simple mind of Mr. Gandhi can under- 
stand this. 

It. 1s because India is starving for the paper money 
called credit that the people are starving for more 
and better food, and good milk cows, and doctors 
and medicine, and education. and all else to which 
every man willing to work is entitled, but which he 
cannot get while the false money dominates the 
true. 

What then is the way out of the darkness mto 
the light of a better day ? The road lies by way of 
Scotland, where money was (until crippled by the 
ienglish Gold Reserve Bank Act of 1844) the servant 
of man, not his master. The Scottish Credit 
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System is explained thus in Mr. Dunning Macleod’s 
Elements of Banking : 

“We have now to describe a species of credit 
invented in Scotland, to which the marvellous pro- 
gressaand prosperity of that country is mainly due. 

“The Bank of Scotland began to issue £1 notes 
about the beginning of the last century. In 1727 
another bank evas founded named the Royal Bank 
In the very contracted sphere of Scottish commerce 
at that time, there were not sufficient commerctal 
bills to exhaust the credit of the banks. They had, 
as it were, a superfluity of credit on hand, and the 
Royal Bank devised a new means of getting it into 
circulation. 

“It agreed, on receiving sufficient guarantees, 
to open or create credits in favour of respectable 
and trustworthy persons. 

“A cash credit is therefore simply a drawing 
account, created in favour of a customer, upon 
which he may operate in precisely the same manner 
as on a common drawing account. The only 
difference being that, instead of receiving interest 
upon the daily balance to his credit, as is very 
eommonly the custom in Scotland, he pays interest 
on the daily balance at his debit. It is thus an 
inverse drawing account. 

“* All these advances are made exclusively in the 
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Bank’s own notes, and they are not made an the 
basis of any previous transaction. 

“ Cash credits are applicable to a totally different 
class of transactions from those which give rise tg 
bills of exchange, and we will now explaim®*their 
nature more fully. 

*“ Almost every young man commencing business 
in Scotland does it} by means of a cMsh credit. A 
young solicitor, for instance, in England must have 
a very considerable amount of ready money to 
begin business with any ease to himself, as he Is 
expected to make disbursements before he can get, 
in payments from his clients. But in Scotland 
this is done by means of a cash credit which is 
guaranteed by his friends. 

“These credits are granted to all classes of 
society, to the poor as freely asto the rich. Every- 
thing depends upon character. Young men in the 
humblest walks of life inspire their friends with 
confidence in their steadiness and judgment, and 
they become sureties for them on a cash credit. 
This is exactly the same thing as money to them, 
and they then have the means placed within their 
reach of rising to any extent to which their abilities 
and industry permit them. 

‘Jt was in this manner that the prodigious pro- 
gress in agriculture was made in Scotland. There 
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were immense quantities of reclaimable land, and 
abundance of unemployed people, but no capital 
or money to set their industry in motion. Seeing 
this state of matters the banks opened branches in 
numerous parts of the country, and sent down 
boxes of £1 notes and granted cash credits to the 
farnrers. These notes were universally received as 
readily as coi The farmers made their purchases 
and paid wages with them, and immense tracts of 
barren land were changed into fertile cornfields. 
Now these £1 notes were not a substitute for any 
specie ; they did not supersede or displace any pre- 
viously existing money ; they were a pure addition 
to the existing money; they were, in fact, exactly 
equivalent to the creation of so much gold. 
“Commerce and agriculture therefore received 
their prodigious stimulus from these cash credits. 
But they were of equal use in a public point of 
view. Almost all the great public works of every 
description were created by means of these cash 
credits. One witness stated that the Forth and 
Clyde Canal was executed by means of a cash 
credit of £40,000 granted by the Royal Bank. And 
-in exactly a similar way, whenever any other great 
public works are to be done, such as roads, bridges, 
canals, railways, docks, etc., the mvariable course 
is to obtain a large cash credit at one of the banks. 
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‘“* All these marvellous results, which have raised 
Scotland from the lowest state of barbarism up to 
her present proud position in the space of 150 years 
are the children of pure cREDIT. It is no exaggera- 
tion whatever, but a melancholy truth, that & the 
period of the Revolution, 1688, and the establish- 
ment of the Bank of Scotland, that country, partly 
owing to such a series of disasters*as cannot be 
paralleled in the history of any other independent 
nation, and partly owing to its position in the very 
outskirts of the civilized world, and far removed 
from the humanizing influence of commerce, 
divided in fact, into two nations, aliens in blood and 
language, was the most utterly barbarous, savage 
and lawless kingdom in Kurope. And it is equally 
undeniable that the two great causes of her rapid 
rise in civilization and wealth have been her systems 
of national education and banking. Her system of 
bankimg has been of infinitely greater service to 
he. than mines of gold and silver. Mines of the 
precious metals would probably have demoralized 
her people. But her banking system has tended 
immensely to call forth every manly virtue. In 
the character of her own people, in their steadiness, 
their integrity, their honour, Scotland has found 
wealth infinitely more beneficial to her than the 
mines of Mexico and Peru. 
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“Now, we observe that these cash credits which 
have produced such marvellous results are not 
based upon any previous operations, nor upon the 
transfer of commodities already in existence, , They 
are créated for the express purpose of creating or 
forming future products, which would either have 
no existence at all but for them, or, at all events, 
would have beén deferred for a very long period, 
until solid money could have been obtamed to 
produce them. Thus we have an enormous mass 
of exchangeable property (the £1 notes) created by 
the mere wil) of the bank and its customers, which 
produces all the effects of solid gold and silver ; 
and when it has done its work, it vanishes again 
into nothing, at the will of the same persons who 
called it into existence. 

“Hence we see that the mere will of man has 
created vast masses of wealth out of nothing, and 
then DECREATED them into nothing, which, having 
served their purpose, after a time were 

‘Melted into air, into thin air.’ 

“* But their solid results have by no means faded 
like the baseless fabric of a vision, leaving not 
a-rack behind. On the contrary, their solid 
results have been her far-famed agriculture; the 
manufactures of Glasgow and Paisley; the 
unrivalled steamships of the Clyde; great public 
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works of all sorts—canals, railways, roads, bridges ; 
and poor young men converted imto princely 
merchants.” 

Like the Scotland of 150 years ago, Indig is 
starving for money, but she need starve n@ longer. 
If the poor Scottish banks of those days, with the 
assets of only a few shareholders behind them, 
could manufacture all the mo#fey required to 
regenerate Scotland, the Government of India, 
with the entire property of 320 millions of people 
behind it, can manufacture all the money required 
to send India on her way rejoicing. Let me repeat, 
however, that it is not monev which regenerates a 
nation, but the labour of men’s souls and bodies, 
their hands and heads: this is the real working 
capital of all nations, and “the fund” of Adam 
Smith, which supphes all the necessaries and 
conveniences of life. Money is only the mstrument 
which sets the man agoing, the real capital being 
the man hunself. A hank does not create credit ; 
it only monetises the credit or trust and labour 
which live in the man who borrows. Money is 
merely the mstrument for switching on the pro- 
ductive power—the real capital which enriches a 
nation—Man himself. 

As Mr. Gandhi, like myself, is deeply interested mm 
the preservation of village life and the handloom, 
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he may be interested in hearing how the develop- 
ment of the lmen handloom industry led to the 
development of banking throughout Great Britain. 
The story here given is taken from Graham’s 
historyeof the £1 note. 


““So deep had been the poverty of Scotland 
during the first half of the eighteenth century, 
and so small the amount of accumulated wealth, 
that even their proverbial honesty could scarcely 
have ameliorated the condition of our ancestors, 
had the note issue not stepped in to occupy the 
place of capital. Ignorant as they may have 
been of the modern philosophy of paper money, 
the Scotsmen of the eighteenth century keenly 
appreciated the opportunities which their banks 
placed in their way. Their credits through 
their notes were to them capital, not currency 
merely, but a fund of capital with which they 
could buy and sell and realise a profit on their 
transactions. Conveniently enough, notes did 
serve as a currency, but their primary nature, 
in the opinion of the time, was that of 
capital... 

“With the battle of Culloden, the hopes of 
the Jacobites were crushed for ever. Imme- 
diately afterwards, the King was approached by 


the Dukes of Queensberry and Argyle, the Earis 
Be 
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of Lauderdale and Glencairn, Lord Provost 
John Coutts, the banker. and other notables, for 
the purpose of obtaining a charter for a new com- 
pany, to be established for the encouragement 
of the linen trade. The time was thought®ppor- 
tune, as ‘it was considered to be of much 
importance, with a view to tranquilise the coun- 
try, and call forth its resources, that the attention 
of the Scottish people should be directed to the 
advantages to be derived from trading and 
manufacturing enterpmse.’ It was anticipated 
that, by affording the direct encouragement, of a 
Goverument institution to the linen manufacture, 
it would become the great staple manufacture 
of Scotland, and would provide ample employ- 
ment for the population ; while extensive markets 
for the produce of this labour would be found 
within the United Kingdom and in the Colonies 
then chiefly supplied with linen from Germany. 

“A charter was granted, dated 5th July, 1746, 
in which the capital was stated at £100,000, of 
which only £50,000 was to be subscribed for ; 
the company having power in addition to dealing 
directly tm linen, to do everything that might 
conduce to the promoting and carrying on of the 
limen manufacture, under the name of the British 
Lmen Company. 
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‘“The new bank began business in Tweedale 
Court, in the High Street, and its first years and 
its manner of business are deeply interesting, for 
iy them was laid that widespread system of 
branthes which has given such an impulse to 
banking im Scotland. It is largely owing to the 
branch system that the poverty-stricken Scot- 
land of 1700 Ras now £100,000,000 lodged in her 
banks, and it was by means of the note issue, the 
one pound note issue--that these branches were 
established and maintained. How often it is 
that the greatest advances in human knowledge 
are made by outsiders, who have not been trained 
in, nor had connection with, the particular 
profession which their genius has advanced. 
The sunburst of discovery and invention that 
marked the period of 1750 to 1800 witnessed 
many examples of this fact. The spinning 
frame was invented m 1767 by Richard 
Arkwright, a poor barber. In 1760, James Watt, 
a maker of mathematical instruments, was 
beginning those experiments with steam which 
have revolutionised the world ; and the origin- 
&tors of the plan whereby note issues, deposits 
and cash credits were to receive the widest 
extension were the partners of a linen company. 
Before any idea of banking was entertamed, 
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extensive correspondence was held throughout 
Scotland with the weaving industries. Weaving 
was then chiefly carried on by the lower orders, 
who, having little or no capital. were only {oo 
glad to work for the new company. Inea very 
short time accounts were opened by men in every 
portion of the land from Shetland to London. 
Material was supplied to the workmen, who were 
paid for their labour on returning the manufac- 
tured goods. In this way the need of smail 
amounts of capital by a vast number of 
individuals was satisfactorily met. Gradually, 
as industries gave hopes of success, new agencies 
were opened. By these means the Bank Jaid its 
foundations broadly and securely in such a 
manner that temporary pressure at one poimt 
might be relieved by support given at others. 
By its branch system the British Linen Company 
attained a circulation of its notes unknown to 
any of the other banks, a position which in 1845 
gave it the advantage of having the largest 
authorised circulation of any bank in Scotland, 
at which time £1 notes formed 73 per cent. of the 
entire issue of £3,000,000.”’ 
The British Linen Company is, to-day, one of the 
strongest of the Scottish banks; and it owes its 
strangth to the development of its branch system 
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and its manufacture of £1 notes which were issued 
to the poor handloom linen weavers of Scotland. 
The one rupee note, harnessed to the rayat and the 
handloom weavers of India, by the opening of 
co-opétative bank branches throughout the length 
and breadth of the land, will do for India what the 
£1 note, based not on gold or silver but on the 
labour of poor reliable working men, did for 
Scotland. 

Let India beware of Gold Reserve Bank Acts, 
and gold exchange standards, and the regulation 
of the issues of credit by central gold reserves. 
The gold mines of the world are dying assets, and 
to chain young India to a dying gold mine would 
be like marrying a girl bride to a dying man. 

Western financiers do not like India’s power of 
absorbing gold: it weakens their so-called gold 
base : and for this reason they would like India to 
join their gold rng. But one of the greatest 
services which India can render to the world is, so 
to organise her own people and develop her own 
strength and resources that she will draw every 
gold bar eastwards in payment of her mcreased 
exports. For, in so doing, she will teach the world 
that its welfare, as well as its credit, rests not on 
gold, but on hard work and the assets which only 
hard work can create. 
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“ Fear God, work hard,” was the advice given to 
the Scottish students by Livingstone, the great 
explorer. These four words are the only sound 
base of credit, and the only strong foundation,for 
a healthy progressive State. The land wilPstill be 
fertile when all the gold mines of the world have 
closed down, and India will still grow rice when the 
Mexican mines have yielded up their last ounce of 
silver. It is not by gold or silver that men live, 
but by labour and bread, and the word of God. 
Give India a banking system based not on gold or 
silver, or tinsel and sham, but on living men and 
the solid assets which their labour will create, and 
she will lead the world in the paths of peace and 
prosperity. 

That a money system based on gold is “ satanic ” 
in its origin, is shown clearly in Milton’s Paradise 
Lost, which I here quote, 

“He spake ; and, to confirm his words, outflew 

Millions of flaming swords, drawn from the 
thighs 

Of mighty Cherubim ; the sudden blaze 

Far round illumined hell. Highly they raged 

Against the Highest, and fierce with grasped 
arms 

Clashed on their sounding shields the din of 
war, 
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Hurling defiance toward the vault of Heaven. 
There stood a hill not far, whose grisly top 
Belched fire and rolling smoke ; the rest entire 
Shone with a glossy scurf—undoubted sign 
Thet in his womb was hid metallic ore, 
The work of sulphur. Thither, wmged with 
speed, 
A numerous brigade hasted. Mammon led 
them on— 
Mammon, the least erected spirit that fell 
From Heaven ; for even in Heaven his looks 
and thoughts 
Were always downward bent, admiring more 
The riches of Heaven’s pavement, trodden gold, 
Than aught divine, or holy else enjoyed 
In vision beatific. By him first 
Men also, and by his suggestion taught, 
Ransacked the Centre, and with impious hands 
Rifled the bowels of their mother Karth 
For treasures better hid. Soon had his crew 
Opened into the hill a spacious wound, 
And digged out ribs of gold. Let none admire 
That riches grow in hell ; that soil may best 
++ Deserve the precious bane” (poison). 
Let India, therefore, beware of ribs or bars of 
gold, as a base of credit, Jest she too lose her Para- 
dise. 
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GANDHIPUR. 

An ounce of practice is worth a ton of theory ; 
and, as an object lesson in sound currency and 
“heavenly” finance, which Sir Bhupendra Nath 
Mitra and Mr. Gandhi will have no difficilty in 
understanding, I put forward the following 
proposal for the favourable consideration of 
Government. 

If Government will provide a square mile of 
suitable land, and if Mr. Gandhi will provide one 
hundred reliable cultivators, and if Government 
will manufacture and lend me Fifty thousand 
rupees in ten and one rupee notes, costing only a 
few rupees to manufacture, I shall hand over to 
Government, in exchange, a zamindary which will 
yield half-a-lakh’s worth of crops every year, besides 
clothing for the people--the currency to be paid 
out by Government as the work progresses, so that 
neither the Government nor the country would run 
the slightest risk of the money not being made 
good in solid assets. 

A zamindary which would provide homes for a 
hundred families, and half-a-lakh’s worth of crops, 
plus clothing, every year, in exchange for the loan 
of some scraps of paper costing only a few rupees, 
would be a good bargain both for Government and 
people. 
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The money would be returned at the rate of six 
per cent. every year, one per cent. of which would 
pay for the manufacture of the money and the 
accounting ; the remaining five per cent. would 
go towards repayment of the loan. The money 
would thus all return to Government, and dis- 
appear ; but the zamindary yielding half-a-lakh’s 
worth of crops every year, plus clothing, would 
remain to enrich the nation. Its name would be 
Gandhipur. 
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Capitalism or Communism. 


The annual labour of every nation is the fund which origin- 
ally supplies it with all the necessaries and conveniences of 
i ri Labour alone, therefore, never varying in its 
own value, is alone the ultimate and real standard by which 
the value of all commodities can at all times and places be 
estimated and compared. It is their real price; money is 
their nominal price only.— Wealth of Nations. 


Communism is a poison plant which grows on 
poor sour soil: ‘enrich and sweeten the soil, and the 
plant will wither and die. The cure for communism 
is capitalism. Make every man a capitalist by 
what Adam Smith calls “ the judicious operations 
of banking,” and communism will vanish from the 
earth. 

As a matter of fact every healthy man is born a 
capitalist with a silver spoon in his mouth or a 
gold mohur in his pocket. For, labour bemg the 
fund which supplies all the necessaries and con- 
veniences of life, it, and not money, is the working 
capital of the world—the sole productive power ; 
and to every man 1s given his share, to some ten 
talents, to some five, and to others, one. 

“The gold and silver money which circulates 
in any country, and by means of which the 
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produce of its land and labour is annually 
circulated and distributed to the proper con- 
sumers, is all dead stock. It is a very valuable 
part of the capital of the country which produces 
nothing tothecountry The judicious operations 
of banking, by substituting paper in the room ofa 
great part of this gold and silver, enables the 
country to convert a great part of this dead stock 
into active and productive stock which produces 
something to the country." — Wealth of Nations. 
The labour now employed in digging for gold 
and silver, in so far as these can be replaced 
safely by paper, is, therefore, capital wasted which 
might otherwise be employed productively in 
digging wells to provide food and water for the 
people. Man is the living capital, gold and silver 
the dead ; and it is because the dead has usurped 
the place of the living, and become man’s master, 
that communism has come into being. (Give the 
communist his birthnght, make him an active 
productive capitalist, his own master, working 
for himself by the judicious operations of banking, 
and communism will shrivel and die: there will 
‘then be no poor sour soil on which it can live 
and thrive. 
So far as the great masses of the people of India 
are concerned, the judicious operations of banking 
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do not exist. And the economic condition of the 
masses, as well as unemployment among the classes, 
is due more to the absence of the judicious opera- 
tions of banking than to any other cause whatsoever. 
Nor can the Government be absolved from Blame, 
for it holds the monopoly of the manufacture of 
all money, whether silver or paper, and can begin 
the judicious operations of banking for the people 
whenever it chooses to do so. And the sooner it 
begins, the better for the peace and prosperity of 
the realm. 

Several times already have I asked and answered 
the question, what is a bank? “‘A bank,” said 
Dunning MacLeod the standard authority, “is not 
an institution for borrowing and lending money : 
it is a manufactory of credit.” And what is credit ? 
It is a device for bringing future savings into opera- 
tion in the present. By the judicious operations 
of banking, a man without money can have his 
future savings capitalised in advance, so that he is 
able to use the working capital which is his birth- 
right, and thereby reach his mdividual swaray. 
But, if he cannot be relied on to make the money 
good im solid assets, or if he cannot be trusted to 
return it, the bank cannot manufacture it, and he 
cannot have it, neither can he reach his swaraj or 
become an independent man. India’s future, 
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therefore, lies between the Government of India, 
as the manufacturers of money, on the one hand, 
and the reliability of the people on the other. 
Government has the power to manufacture the 
mone¥, but the power to issue it depends entirely 
upon the trustworthiness of the people. 

The word “‘ credit’ means belief, and to believe 
in a man is to trust him. That form of money 
known as credit is, therefore, simply trust recorded 
on paper. When « man burrows a hundred rupees 
to buy a patr of bullocks we believe and trust that 
he will make the money good, and return it when 
his crops have been gathered and sold. Therefore, 
the volume of credit available for the rebuilding 
of India into a strong Swaraj depends on the volume 
of trust available. “* Faithful are the wounds of a 
friend’ saith the Scripture, and on the subject of 
trust I cannot do better than quote the words 
of Mr. Gandhi at last year’s Congress in Calcutta, 

‘When we cannot trust our brothers and 
sisters, our parents and party leaders, or any- 
body else ; when we have no sense of honour and 
when we cannot even allow our words to remain 
unaltered for twenty-four hours, do not talk of 
independence ..... It cut me to the quick 
when I heard that delegates’ tickets passed 
hands and were sold like bills of exchange, and 
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the rates increased as the days went on. It is 
discreditable to the Congress, and I tell you that 
you are not, going to get independence by these 
methods. On the other hand you are forging 
your own shackles, from which there will Be no 
escape.” 

If Mr. Gandhi’s judgment is true, India’s shackles 
are furged hy Indian hands. And a trustless land 
must remain a moneyless land, with Swaraj still 
below the horizon. 

Allowance must, however, be made for the 
electric atmosphere of political gatherings, and I 
do not think that the position is as hopeless as 
Mr. Gandhi’s words imply. Trust is the spiritual 
lime required to joi together and build up into 
a great national temple, the 320 millions of more 
or less good bricks which are lying all round waiting 
for the Master Builder; and I believe it possible, 
even now, to manufacture this spiritual lime in 
quantity and quality sufficient for our purpose 
which is, the unifying of all India. And what is 
of perhaps greater importance, the money so 
manufactured and lent by the judicious operations 
of banking, will increase the food supply of the coun-' 
try, improve the health of the people, provide 
primary education for all, make all men capitalists, 
abolish poverty and unemployment, make Hindu 
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and Moslem, Brahmin and untouchable all shake 
hands; and, having gathered in these crops of 
golden grain, will return with five per cent. of clear 
profit to the Government which manufactured 
and Rent it. 

The Swaraj Road runs close by the Lime 
Kiln, and there is no other road to Swaraj. 
The Lenin Road is the road travelled by the 
anti-God Society—the way of the anti-Christ, 
and it leads to the field of blood, with hell beyond. 
The Political Road is windswept and bare, and 
leads to the howling wuderness. The only safe 
road to Swaraj--our own Kingdom withm the 
Empire, is the narrow way of hard and honest 
toil ; and to every honest. man in need must be given 
his letter of credit entitling him to draw from the 
Swara] Banking Corporation—the Government 
Reserves, whatever sum he can be trusted to make 
good and to repay from the additional wealth thus 
created by the judicious operations of banking. 
If Rs. 100 of additional wealth were not created by 
the issue of Rs. 100 of additional paper, or if the 
money did noé return, the issue would be an 
tnjudicious operation of banking, a cause of inflation 
and rising prices~—a fraud ou the nation; for it 
would enable a man to steal the pair of bullocks 
he borrowed, giving nothing in exchange. 
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Trust is faith. Faith is the power which removes 
mountains, and is the only power which will remove 
India’s Himalayas of debt, and ignorance, and 
ill-health, and usher in a healthy Swaraj. And it 
is only to this sword of the Spirit that the sword 
of steel wiil yield. 

Labour alloyed with faith is a com more precious 
than gold or silver. It is the real standard of value, 
and the only one which will enrich India, morally, 
materially, spiritually, and politically. 
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Address by Sir Daniel Hamilton to the second Presi- 
dency Divisional Co-operative Conference held at 
Jragung, District Murshedabad, on the 26th and 
27th January, 1929. 


Asoka’s Political System. 


at ret tee 


About 2.200 years ago the Emperor Asoka cut 
with an iron pen upon the rocks of India this Edict. 
“LET SMALL AND GREAT EXERT THEMSELVES.” 

In these days, when the sky is dark with words ; 
when, in the language of Job's comforter, men’s 
bellies are being filled with the east wind. and small 
and great are exerting themselves in the making of 
constitutions, let India listen to the voice of her 
great Emperor as it resounds across 2,000 years of 
time, and give heed to the constitution which he 
recorded on tables of stone, so that we and the 
generations to come might read and understand 
what Asoka regarded as the things most vital to 
India’s welfare. 

His first and favourite Rock Edict was that which I 
have quoted ‘“‘Letsmalland great exert themselves,” 
and on the first of his Pillar Edicts we read, 

“ Both this world and the next are difficult of 
attainment except by the utmost love of Dharma, 
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utmost self examination, utmost obedience, 

utmost fear, utmost enthusiasm.” 

The exertion which Asoka stresses so strongly in 
these Edicts is that of Dharma or Piety, or soul- 
force as Mr. Gandhi might call it. And on andther 
Pillar Edict we read, ‘‘ Thus saith His Sacred and 
Gracious Majesty the King, 

“Good is Dharma, but what does Dharma 

include? Jt includes 

Freedom from self 

Abundance of good deeds 

Kindness 

Liberality 

Truthfuiness 

Purity 

For this purpose have I caused this religious 
Kdict to be inscribed, in order that the people 
may follow it, and that it may long endure.” 

“Thus saith His Gracious Majesty, 

Father and mother must be reverenced 

Respect for all life shall be an established 
principle 

Truth must be spoken 

The teacher must be reverenced by his pupil 

This is the traditional rule of conduct, and 
this makes for long life.” 

Said the great Emperor, “the more that small 
and great exert themselves in the cultivation and 
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practice of these virtues, the more will small and 
great prosper, and the longer will the State endure.”’ 

Asoka practised what he preached. Having seen 
with his own eyes, on the battle fields of Kalinga, 
the*horrors of war, he thenceforth preached and 
practised the gospel of peace and good will among 
men. He did not renounce war as an instrument 
of national policy only ; he renounced it altogether. 
He did not sign a peace pact with his night hand, 
and a war pact with his left. Instead of the bheri 
ghosa or war drum, was heard the dharma ghosa or 
prayer drum. He beat his swords into plough- 
shares. and his spears into pruning hooks. From 
Kalinga onwards his warfare was a war against 
poverty and ill will, and scarcity and ill health ; 
and the strenuous Dharma within him feund its 
outward expression in a strenuous life devoted to 
the constructive work of peace. “‘ Thus saith His 
Sacred and Gracious Majesty the King, 

“ On the high roads banyan trees were caused to 
be planted by me that they might give shade to 
cattle and men ; mango gardens were caused to 
be planted ; wells were caused to be dug by me 
at every half kus ; rest houses were caused to be 
built ; many watering places were caused to be 
established by me here and there, for the comfort 
of cattle and men. By various kinds of comforta 
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the people have been made happy by previous 

kings and myself. But that the people might 

strictly follow the path laid down by Dharma 
was this sc done by me.” 

Asoka’s political system was a Theocracy bas¢d on 
hard work of soul and body—the utmost exertion of 
sroall and great. It was a blending of heaven and 
earth, a co-operative system linking up the people 
with the King. “The Kingdom of Heaven: is 
within you ”’ he seemed to cry to small and great, 
‘exert yourselves, for the violent take it by force.” 
Two hundred years later came Jesus of Nazareth 
preaching the same doctrine of hard work for body 
and soul, ‘‘ Work, for the night cometh,” “‘ Seek 
ye first the Kingdom of God and His nghteousness, 
and all things needful will follow.” It is the only 
sound and scientific system of political economy. 
For, when a man’s heart is good his work is good, and 
the State prospers accordingly. 

For some time back I have been scanning the 
Indian political heavens for another star to arise 
and shine with the light of Asia, but the stars which 
have arisen have, for the most part, proved to be 
planets only, reflecting the dim western lights of. 
democracy, self determination, dominion status, 
independence, and the farthing candles of party 
politics. But the fruits of democracy are neither 
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freedom from self, nor abundance of good deeds. 
Its gospel is the gospel of grab, its fruits the apples 
of Sodom, and taxation which sinks the State. 

Two thousand years have rolled by since Asoka 
cut*on the rocks his gospel of peace and his pro- 
gramme of public works, but the milenium—the 
thousand years of peace—seems to be still a thousand 
years ahead. The bhere ghosa is still here, and the 
gospel of good will which Asoka preached seems as 
dead as the rocks on which he wrote. The great 
Asoka, like the great Akbar wished his people to be 
One, but their nameis still Legion. Why? Because 
when the great Kimperors passed, the driving and 
moulding power passed with them. Power centred 
in the one, but was not organised m the many, and 
when the one passed, the many fell to pieces, and 
throughout the cities and towns and the 700,000 
villages of India the pieces lie scattered and broken 
unto this day. 

Is India’s new political system to be a system 
embodying the spirit of Dharma, based on peace 
and good will, hard work, and the utmost united 
exertion of small and great, or is it to be a system 
of racial or religious or party politics based on grab, 
whose guiding principle is neither honest hard work, 
nor united effort, nor mutual service, nor the utmost 
exertion of small and great, but the robbing of 
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Peter to pay Paul? Is she to have the race war 
added to the class war, and the class war added to 
the caste war, Hindu against Moslem, Moslem 
against Hindu, East against West ; and every 
man’s hand against his neighbour? Is she to*be 
a house divided against itself which will fall to pieces 
at the first great storm, or a great Ashram reaching 
up towards heaven, built upon the rocks of Asoka ? 

I do not know what form India’s new Constitution 
is likely to take, and I do not suppose that the 
Statutory Commissioners themselves yet know ; but 
if it is to be a living power, and not merely a thread- 
bare suit of old clothes made in Europe, with no 
soul or body inside ; if it is to be a sceptre endued 
with soul force, and not merely some sheets of dry 
parchment, it must embody that spirit of Dharma 
which is in the blood of India, and its terms must 
be so arranged that the spirit which burns within 
may be given free play to exert itself to the utmost 
in healthy directions without. 

One day, about twenty years ago, as I sat in my 
office, No. 16, Strand Road, Calcutta, Mr. Chowdry 
the originator of the Dharmagola grain banks came 
in to see me. He had heard of my interest in the 
co-operative movement, and came in to express 
his approval of the movement which, more than 
any other, embodies the spit of Dharma, and 
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which at last showed an understanding of the people 
and their problems. “ For,” said he, “ you Kuro- 
peans have been 200 years in our country and yet 
you do not understand us.” 

Pt may help the Statutory Commission to a 
clearer understanding of the difference between 
Eastern and Western political systems if I here 
quote from Professor Mookerji’s Asoka, 

“The Government of India under Asoka was 
an absolute monarchy in the legal and political 
sense of the term. Nevertheless, autocracy in 
India was much more limited in many directions 
than the autocracies of the West. The Indian 
king is no sultan with the sole obligation of 
satisfying his personal caprice. . . . It 1s 
as guardian of the social (mcluding domestic 
and religious} order, and defence against anarch- 
ical oppression that the King 1s entitled to his 
revenue ; failing to perform this duty he takes 
upon himself a corresponding share of the 
national sin. (Cambridge History of India). 
But apart from this living sense of his moral 
responsibility to his people, there was an im- 
portant limitation upon his autocracy from the 
fact that he was not the source of Law, but 
rather its support. Sacred law, according to 
Manu and other legal authorities, is derived 
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from four sources, viz., the Vedas, the Smritis, 
the practices of the pious, and the opinions of 
the pious on doubtful points, while the sources of 
secular law were the manifold groups and com- 
munities which legislated for themselves. 
It is the quasi-mstinctive postulates and con- 
ventions of group life which come to be formu- 
lated as luw, and not the mandate, command 
or decree of a single central authority in the 
State. Law, under these conditions is not an 
arte fact, but a natural growth of consensus and 
communal hfe. . . . Indeed, the Head of 
the State and his people are but integral parts of 
one corporate and constitutional unity. 
Ancient Hindu monarchy did not aim at central- 
isation or over government, but gave full scope 
to the varieties of group life to which the people 
have been used from time immemorial, even 
prior to the emergence of a central government 
among them.” 

Group life, which is co-operative life, is, therefore, 
the indigenous form of political system ; and, as 
Professor Mookerji shows so clearly, it is the duty 
of the Monarch or Government to guard and. 
encourage and give full scope to the varieties 
of group life to which the people have been 
used from time immemorial. It is a system of 
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Government from the base rather than from the 
roof, the main duty of Government being to guard 
the people and help them to work out their own 
salvation co-operatively. And the Government’s 
share of the national sin is in proportion to its 
failure to do so. 

On Rock Edict XIII we read, 

“Let all joy be in effort, because that avails 
both for this world and the next.” 

Yes, but that effort must be organised and 
co-ordinated ; for organisation and co-ordination 
are wanted on the battle fields of peace as well as 
on the fields of war. It is because the old group 
life has been broken up, and because the great 
majority of the people are now unorganised and 
disunited that they have so little joy in effort, 
and their forces he scattered and broken throughout 
the length and breadth of the land. The old group 
life must be revived, and the groups organised 
co-operatively into larger groups, and these into 
groups stil larger, each grade being given power 
to deal, respectively, with village or district or 
provincial matters, and so on upwards into one 
great whole or Co-operative Commonwealth, the 
head beimg the Monarch or Government whose 
sin will be absolved by monetising the labour of 
small and great. And that labour, organised and 
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monetised co-operatively, will build a new India 
from the ancient rocks of Asoka. 

The co-operative State or Commonwealth is 
the ideal to which the best thought of the time is 
reaching,—not a socialistic or communistic 
commonwealth, but a Commonwealth of organised 
mdividualism im which every man will receive, 
not a flat rate of wages nor a flat life, but the due 
reward of his labour, whether of hand or brain, 
the whole being financed by the organised credit 
of the people which will cost the Menarch or 
Government practically nothing to manufacture. 
India will then lead the world in statesmanship 
and sound finance. 

Kxample is better than precept. Let the Govern- 
ment of India follow Asoka’s example, but with 
this difference that, m place of the Rock Edicts, 
Government shall establish m every province a 
model village, or remodel an old one, in which the 
teaching of Asoka will be translated into practice 
and inscribed on the solid rocks of honest labour, 
the work to be entrusted to the Co-operative 
departments, and the money required to finance 
this small experimental project to be supplied by 
the paper currency department and returned at 
the rate of six per cent. per annum, five of which 


will be treated as a refund of capital. The 
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provincial Governments would. I am sure, be 
glad to guarantee each other, and each would give 
to the Government of India its bond for the amount 
borrowed. 

Tife name Asoka means ‘“‘ Without Sorrow,” 
but India’s sorrow and money shackles will remain 
until the labour of India’s small and great is 
organised and monetised co-operatively by Govern- 
ment. 
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Address by Sir Daniel Hamilton to the Burdwan 
Divisional Co-operative Conference held at Bolpur, 
District Birbhum. on the 9th, 10th and 11th 
February, 1929. 


India’s Best Hope. 


I should like, in the first place, to thank Dr. 
Rabindranath Tagore and the Conference, for their 
kind invitation to be here to-day. I had often 
heard of the Santiniketan--the Abode of Peace— 
and had a great desire to see it, both for its own 
sake and in the hope that I might get from it some 
ideas which could be applied usefully on my own 
zamindary m the Sunderbans; for I understand 
that the education here given is an education of 
both soul and body, of brains and hands which are 
to be employed in the service of others, rather than 
for self. If I may vary the words of another great 
poet, I understand that Dr. Tagore’s advice to 
his students is ‘‘ Be good, sweet lads, and let who 
will be clever.” While teaching the young men 
how to get on in hfe, he reminds them that they 
have one day to get off ; and they ought, therefore, 
to shape their lives accordingly. 
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In naming the place “The Abode of Peace” 
the seer saw clearly that what India and the world 
want above all things is peace. We have given 
India peace, and the blessings of peace are many 
and®great ; but, so far as the great masses of the 
people are concerned, it is the peace of the stagnant 
pool rather than of the deep flowing river ; and, sooner 
or later, stagnation passes into putrefaction. and 
putrefaction is abundant in Bengal’s villages to-day. 

As regards the condition of the masses, Bengal 
is more or less typical of All-India : 300 millions 
of people struggling, many sinking, in the stagnant 
pools of debt, poverty, ignorance, malnutrition of 
man and beast ; and only a half-dozen small under- 
manned co-operative dinghies to help them out. 
How is it all going to end? “ Where there is no 
vision the people perish,” and they will perish m 
greater numbers than now if Government does not 
look ahead and enable the people to make provision 
for the future ; for the soil of India, which now 
yields barely enough to feed the people, will not 
feed the surplus millions still to come, unless it be 
made more fertile than it is. The population has 
increased by 33 per cent. within the last fifty years, 
and fifty years hence the same land will have to 
yield enough to feed 100 millions more, if. the 
people are not to perish im the meantime. 
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The way out of the stagnant morass is laid down 
clearly in the report of the Royal Agricultural 
Commission which says, 

“‘ If Co-operation fails there will fail the best hope 
of rural India.” 

I would go a step further and say “ if co-operation 
fails there will fail the only hope of all India.” 

And whose duty is it to clear out the stagnant 
pools and let in the full flowimg river? The Royal 
Agricultural Commission tells us that, it is the duty 
of Government to provide a highly educated and 
well trained staff of officials who will slow the 
people how to do so. 

‘* In all provinces there are a number of public 
spirited men who give valuable time to the 
promotion of co-operation. Many have made 
themselves almost indispensible, and many more 
would be difficult to replace. It is impossible 
to estimate the services of these workers too 
highly. At the same time it must be recognised 
that honorary workers cannot be expected to 
exercise that regular supervision which is essential 
to the success of the co-operative movement. 
In the same way and for the same reason, honor- 
ary workers who undertake the work of educavion 
suffer from difficulties from which it is not always 
easy toescape. . . . To the failure to recognise 
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the limitations inherent in the system of utilising 
honorary workers must be largely attributed the 
very serious defects in the movement which have 
been brought to our notice, and it is our firm 
convittion, therefore, that, at this stage of 
development, an increase in the number of honor- 
ary workers, valuable as their services may be, 
should not be regarded as a reason for elimmating 
the paid staff or even for reducing its numbers. 
The honorary worker will always find ample 
scope for his energies and his public spirit, and 
we cannot but think that those who are most 
keenly terested should be the first to welcome 
the strength given to the movement by a highly 
educated and well trained staff of officials. We, 
therefore, strongly recommend that every effort 
should be made to build up such a staff in all 
provinces. . . . The scope of workers in the 
co-operative movement, as in all other move- 
ments in the cause of village uplift, is so vast 
that there need be no fear that the official will 
oust the non-official.” 

The finding of the Royal Commission is that, if 
the-co-operative movement fails, the best hope of 
India fails; and that, if it does fail, the failure 
will be due to the want of a highly educated 


and well-trained staff of officials. Therefore, the 
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responsibility for the success or failure of the 
co-operative movement and village uplift. lies at 
the door of Government. 

Is Government facing its responsibilitv ? No, 
it is not. Take Bengal, for example. Ten years 
ago Mr. Donovan, then Registrar, calculated that, 
at the then rate of progress, the province would be 
covered by co-operative credit in 1932. If he had 
said 2032 he would have been nearer the mark. 
Mr. Donovan expected that Government would 
face its responsibilities, and provide the staff 
required to keep pace with the movement, but, 
instead of doing so, I hear complaints from highly 
trustworthy honorary workers that Government is 
actually crippling it by appropriating, for general 
revenue purposes, lakhs of audit fees which ought 
to go to the building up of that highly educated and 
well trained staff of officials so strongly recom- 
mended by the Royal Commission. How the 
Bengal Government is playing, or not playing, its 
part in the development of the co-operative move- 
ment is shown by the following comparative figures 
of expenditure per head of the population— 
Punjab 9 pies, Bombay 5% pies, Madras 34 pies, 
poor old Bengal 1} pies. Is it surprising that the 
Bengal Registrar looks so anxious and careworn 
or that arrears should increase? Perhaps His 
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Excellency, who insists on every one playing the 
game, will see that the department concerned 
plays it, and does not play the fool with India’s 
best hope. 

But, “while the Provincial Governments must 
play their part fairly anu squarely, there is a still 
greater part to be played by the Government of 
India in providing the credit required, and the 
greatest part of all by the people themselves ; for, 
upon the character and quality of the people, more 
than on anything else, depends whether India 
shall be th® abode of peace and plenty, or the abode 
of stagnation and strife. The Provincial Govern- 
ment’s part is to provide the highly educated and 
well trained staff required to organise the people 
co-operatively ; the Government of India’s part is 
to create and issue the credit required by the 
people when organised; and the people’s part, 
with the help of the staff and the credit, is to wash 
out the stagnation, and let in the river of life. 

I have dealt elsewhere with the creation of credit. 
India is simply starving for money, and until the 
money problem is solved, all other problems, 
médical, educational, econorcic, political, will 
remain unsolved. The paper currency department, 
which is now only a stagnant pool, must be made 


a fountain of life and a deep flowing river which 
C2 
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will make India’s barren wilderness to blossom as 
the rose. Another stagnant pool, which must be 
turned into a river of life, is the Gold Standard 
Reserve. That £40 millions sterling, which could 
be tured into eighty crores of silver, ahd that 
again into five hundred crores of productive credit, 
should be lent to the British and Colonial Govern- 
ments, while India is perishing for want of money, 
is very unwholesome finance. Why the Council 
of State and the Legislative Assembly tolerate it 
I cannot understand. Push on with the develop- 
ment of the country, organise the peopie’s credit, 
monetise their labour, sink wells, construct irriga- 
tion bunds and canals to the utmost, grow more 
sugar and anything else that will grow, increase 
exports, and the exchange and famine problems 
will vanish, never to return. 

Although I stand here in the Abode of Peace, it 
is no use crying peace when there is no peace, or 
prophesying smooth things when the life of the 
masses is about as rough as it can be. That three 
fourths of the Empire, at this time of day, should 
have to pay anything from 25 to 150 per cent. for 
its finance, when the Government of India can 
manufacture, practically free of cost, and at a hand- 
some profit to itself, all the finance required, is no 
credit to the British or Indian Governments, or 
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to anyone else. Is Sir George Schuster to be the 
financial commander of the Ship of State, steering 
by the stars, or is the captain of the Bank of Eng- 
land to remain in command, and set the course— 
with Sir George only as secunnie --the good ship 
“India ’’ meanwhile heading for the rocks, and 
already in the shallows and the stagnant pools ? 

India is bound nand and foot by the mahajans 
of the East and the West; but I trust that every 
man of good will. from His Excellency the Viceroy 
downwards, will do his best to break her chains 
and set *the people free, to work out their own 
salvation. 

From this Abode of Peace I have now to issue to 
the Government of India a challenge to peaceful 
combat. “There are more things in heaven and 
earth than are dreamt of in man’s philosophy,” 
and it, was surely more than a coincidence that, 
just after the Jiaganj Conference, when I called on 
Government to establish in every province a model 
village where the teaching of Asoka, the man of 
peace, might be translated mto practice, His 
Excellency the Viceroy should announce in public 
that the Dominion Governments, Canada, Australia, 
South Africa and New Zealand, were presenting 
to the capital of India, four Asoka pillars. When 
the Dominion Governments express, in this very 
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practical form, their admiration for the life and 
teaching of the great Asoka, the Government of 
India dare not lag behind. I, therefore, again call 
on Government to establish these model villages, 
and so inscribe-—not on pillars of stone, bit on 
the rocks of honest labour, the peaceful teaching 
of Asoka; the money to be found by the paper 
currency department, and the establishment of the 
villages to be entrusted to the nation builders of 
the co-operative department. Up till now, Govern- 
ment has been thinking in cowries: it must now 
begin to think in crores, for it has to build an abode 
of peace for 32 crores of restless people. The 
establishment of the villages will give the Govern- 
ment and the world an example of the power of 
honest money, based not on tinsel and sham, but 
on the labour of honest men. A bag-full of the 
Government’s favourite com will pay the cost of 
printing the notes required, and the money will all 
return with a handsome profit to the Government, 
and will give to Sir George Schuster an object- 
lesson in how to tax the people un a way which will 
make the tax payer cheerful. I throw out the 
further suggestion that the villages be named 
Irwinpur, Gandhipur, Nehrupur, Simonpur, Sch 1s- 
terabad, and so on. Birkenheadgunge would be 
too long. If there is any fallacy in my finance let 
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Sir George say where. It is, however, not my 
finance, but the finance of Adam Smith and of 
the Scottish banking system undiluted with English 
blood. Having learned its lesson, the Government, 
of India can then go on with building, from the 
rocks of Asoka, the temple of Akbar’s dream. 


‘““T dreamed 

That stone by stone | rear’d a sacred fane 

A temple, neither Pagod, Mosque, nor Church, 

But loftier, simpler, always epen-door'd 

To gvery breath from heaven, and Truth and 

Peace 

And Love and Justice came and dwelt therein.” 

Tennyson. 


I shall close this address with a quotation from 
India’s great scientist, Sir Jagadis Bose. 

‘J believe in that message of science which 1s 
akin to spirituality ; which proclaims the Unity 
of All life, that co-operation 1s a mightier force 
than conflict in the scheme of hfe; the message 
in other words, which is for the conservation, 
and not for the destruction of the world’s civilisa- 

-- tion.” | 
May India’s conflict soon cease, and peace and 
unity reign. 
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Closing address by Sir Daniel Hamilton at the 
Burdwan Divisional Co-operative Conference held 
at Bolpur on 9th, 10th and 11th February, 1929. 
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‘*‘ The circulation of wealth in a nation resembles that of the 
blood in the natural body. There is one quickness of the 
current which comes of cheerful emotion or wholesome exercise; 
and another which comes of shame or of fever. There is a 
flush of the body which is full of warmth and life ; and another 
which will pass into putrefaction. The analogy will hold, 
down even to minute particulars. For as diseased local 
determination of the blood involves depression of the general 
health of the system, all morbid local action of riches will be 
found ultimately to involve a weakening of the resources of 
the body politic.”—Ruskin. 


In closing the Bolpur Co-operative Conference, 
I think I can claim, quite fairly, that it has been an 
unqualified success ; and that, as far as is humanly 
possible, it has been conducted in that spirit of 
brotherly concord befitting The Santiniketan— 
the Abode of Peace and its revered head Dr. Rabin- 
dranath Tagore, to whom, and to his worthy son 
and daughter-in-law, we owe so much of the success 
which has attended the meeting. 

A speaker at the Jiagan} Conference remarked 
that the co-operative movement was now a power 
in the land, and ought to make its power felt. It is 
with great pleasure, therefore, that I support the 
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Resolution which has been carried unanimously, 
that the Registrars of India be invited to attend the 
forthcoming banking conference at. Delhi, and that 
the co-operative credit movement be fully re- 
presented on any committee which may be 
appointed to consider the question of the develop- 
ment of Indian barking. For, we are not the 
tailors of Tooley Street who described themselves 
as “ We, the people of England,” neither are we 
the voices of the wandering wind, but the voice of 
the people, whose representatives we claim to be. 
The axe which we grind is not our own, but the axe 
of the people, our business being to grind it, so that 
they may hew their way to the Abode of Peace and 
Prosperity. We represent all castes and creeds, 
or to quote the words of a man I knew, who is 
believed to have been done to death by the mahajan, 
“ Within the co-operative bank there is no 
caste but that of the worker, no creed but 
that of Brotherhood.” 

We provide the common platform on which all 
can unite to lend India a helping hand; and the 
Statutory Commission will blunder badly, and act 
blindly, if it fails to see that platform. For, the 
co-operative movement is more than money. It 
is a new form of social and political structure which 
Is arising in this ancient land. At dinner last 
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evening, Mr. Mitra quoted Abraham Lincoln’s 
“ government of the people, by the people, for the 
people,” but the Indian co-operative movement is 
an advance on Lincoln ; for, when full grown, it 
will mean not only government of the people, by 
the people, for the people; but the financing of the 
people, by the people, for the people; and taxation 
of the people, by the people, for the people. 

Votes without money are likely curry without 
spice. Make the vote a singhara by flavouring it 
with silver, and the people will use it. Without 
the flavour they may sell it to the highesf bidder 
for what it is worth, and that is not much. Self- 
government should begin at the foundation, which 
is the village. Give the village credit society 
power to deal with local affairs, and you lay the 
base of self-government for India; and as the 
people’s money is at stake they may be trusted to 
elect as their representatives in the local Panchayet 
or assembly, the most trustworthy men they can 
find. And so on through the Central and Provincial 
Banks upwards, endowing each with legislative 
powers according to its capacity. Real govern- 
ment of the people, by the people, for the people; 
will thus be ensured. 

As regards the financing of the people, by the 


people, for the people, the Government of India is 
‘ 
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now a head apart from the body. But a live 
Government wants a warm heart as well as a cool 
head. Turn the paper currency and gold standard 
reserves into fountains of life blood, as suggested 
in my address yesterday. Make them the warm 
heart, and the co-operative credit system will 
provide the arteries and veins through which the 
life blood of the people's own credit will flow out 
and return, and the whole body from the Crown to 
the Foot will become one living whole, warm with 
healthy blood. The people will call up their 
money through their carefully elected representa- 
tives, and use it only for purposes which will nourish 
and strengthen the body politic. The mahajan, 
who is the clot which now stops the circulation of 
the life blood, will disappear, aud the financing of 
the people, by the people, for the people, will be 
ensured. 

As regards taxation of the people, by the people, 
for the people, there are two ways of levying taxes. 
Taxation is like dentistry : there is a painful and also 
a painless way of extracting teeth. There is the 
Bardoli way which makes the people squirm, and 
there is the Bira way which makes the people smile. 
You all know about the Bardoli dentist, but you 
may not all have heard of dentist Nirendranath 
Bose, who, in Bira village, has drawn the milk 
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teeth of the mahajan in a way that makes the 
people smile. 

The Bira method can be explained in a few words. 
The milk producers are organised, co-operatively, 
into one whole, and the milk pooled. Froni the 
pool is taken the cost of providing primary schools, 
dispensaries, tube wells, veterinary surgeons. 
The balance is then handed over to the people, 
with a dividend, and the mahajan kicked toothless 
into the outer darkness where there is neither 
milk nor honey. The Bira system can be applied 
to all India and all India’s crops, and all India be 
made to smile. I commend the system to the 
careful examination of the Government of India 
and the provincial governments, also to Sir John 
Simon and his colleagues. Thus we shall have 
taxation of the people, by the people, for the people. 

My last bit of advice is to the Registrars when 
they go to Delhi to take part in the banking inquiry, 
and it is this. Keep a sharp look out for the insect 
which Americans call the gold bug, and see that it 
is not allowed to uraw! into Indis to enfeeble the 
people. The hook-worm and the mahajan are 
quite enough. 
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Paper read by Sir Daniel Hamilton at a social 
gathering held at Caleutta University under the 
auspices of the Bengal Economic Society on 
31st January, 1929. 


The Capitalisation of Labour. 


A tll 


Political economy, which is in reality one subject, 
has become two--politics and economics, which 
may be likened to chaff and wheat. Politics is 
now a Same, the stake being men’s lives, while 
economics is a serious business, on the right 
understanding of which the prosperity of the people 
and the welfare of the State depend. Unfortun- 
ately, the chaff is more plentiful in these days than 
the wheat, the result bemg that great masses of 
the people are starving for want of that physical and 
spiritual nourishment which forms the bread of life. 

Votes are well enough im their own place, and the 
proper place for many of them is the waste paper 
basket ; but votes do not fill empty stomachs. 
The people of Great Britain have now more votes 
than they ever had before, and there is now more 
unemployment in Great Britain than ever there 
was before. Work, hard work of soul and body, 
is better than votes—it is the only thing which will 
enrich a nation; and the only sound political! 
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system is one which will enable every able-bodied 
man to find full employment in the work for which 
he is best qualified ; and which will ensure that 
every man will receive, and be able to retain, the 
proceeds of his labour. How does India’s political 
and economic system stand this test ? It cannot 
stand it. India is a land in which men have little 
heart to work, for the proceeds of their labour go 
to others. India is a land where the many sow, 
and the few reap ; a land where the many are poor 
and the few rich. Political economy would almost 
seem to be a lost science in India ; and the result 
of that loss is recorded in the Resolution passed by 
the All-India Conference of Medical Research 
Workers, as quoted by the Linlithgow Commission, 
“This conference believes that the average 
number of deaths resulting every year from 
preventible disease is about five or six millions, 
that the average number of days lost to labour 
by each person in India, from preventible disease, 

is not less than a fortnight to three weeks in each 
year, that the percentage loss of efficiency of the 
average person in India from preventible mal- 
nutrition and disease is not less than twenty per 
cent., and that the percentage of infants born in 
India who reach a wage earning age is about 
fifty, whereas it is quite possible to raise this 
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percentage to eighty or ninety. The conference 
believes that these estimates are understatements 
rather than exaggerations, but allowing for the 
greatest possible margin of error, it 1s absolutely 
certain that the wastage of life and efficiency 
which results from preventible disease costs 
India several hundreds of crores each year. 
This conference believes that it is possible to 
prevent a great proportion of this waste at a cost 
which is small in comparison with the expendi- 
ture. 

‘The recent census shows that the position in 
India is one of grave emergency. This conference 
recognises that the problem is very complicated, 
and involves not only medical research, but also 
questions of public health, medical relief, medical 
education, propaganda, and social and economic 
considerations. 

‘This conference believes that the greatest 
cause of poverty and financial stringency in 
India is loss of efliciency resulting from preven- 
tible disease, and, therefore, considers that lack 
of funds, far from being « reason for postponing 
the enquiry, is a strony reason for immediate 
investigation of the question.” 

“Financial stringency, lack of funds” is the 
plaintive song, the funeral march, the dismal drum 
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heat of the tom tom which we hear resounding from 
the Himalayas to Cape Comorin ; hundreds of crores 
of India’s working capital running to waste every 
year, thousands of crores in every generation, and 
so little being done to stem the flow. Yes, political 
economy, as now practised in India, zs a dismal 
science, and it is not surprising that the body 
politic is sick. 

Who can stem this outflow of India’s life blood ? 
Government cannot do it, the Congress cannot do it, 
the Simon Commission cannot do it; only the people 
can—the labour of India’s hands and Mrains— 
if Government will give them the chance. Un- 
organised and disunited as they now are, the great 
masses of the people are like sheep without a shep- 
herd, and they fall an easy prey to the wolves, 
whose chief is the mahajan. When the mahajan 
sickens and dies, the sheep will fatten and live. 

“ Financial stringency, lack of funds,” as the 
medical authorities suggest, is no excuse for action 
on the part of Government ; for the people’s labour 
is the people’s capital, and India has a larger supply 
of that capital than any other part of the Empire. 
If Sir George Schuster will read the first 25 words 
of the “ Wealth of Nations”’ he will learn that 
labour is THE FUND which supplies all the 
necessaries and conveniences of life. The people 
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do not ask for Government money, but they do ask, 
and must insist, through their representatives in 
Council and Assembly, that Government will 
monetise their labour, to whatever extent may be 
required to keep every able-bodied man fully 
employed on productive and constructive work — 
work which will feed the people, and will not fatten 
the wolves. The monetising machine is the Paper 
Currency Department of Government, and the 
currency note is the only possible form of credit 
for a people who have no bank accounts, and who 
can néither read nur write. Besides, it is the 
people’s own currency, and the only form of credit 
which they know and trust. The money machine 
is at present only a toy, which must be enlarged 
into a 320 million man power engine, if it is to drive 
India along the path of peaceful progress, to her 
destined goal. 

I have no hesitation in saying that 75 per cent. 
of the present unrest has its roots in the villages of 
India. A few days ago, on my zamindary in the 
Sunderbans, one of my tenants showed me half a 
bag of paddy which he had dug from a rat bole. 
India’s villages are infested with rats of all kinds, 
rats with silver teeth and golden claws, which 
thrive on the labour of the people. It is only a 
waste of time for the Government, or the Congress, 
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or Sir John Simon, to tinker with the roof, if the 
rats are left to undermine the foundations. Drown 
out the rats with a flood of the people’s organised 
productive credit, strengthen the foundations, 
and then begin to gild the temple dome; for‘the 
Viceroy cannot wield the sceptre at Delhi, while 
the mahajan rules and reigns in the village. 
England has lately been celcbrating the tercen- 
tenary of John Bunyan, the author of “The 
Pilgrims Progress.’ The pilgrim was a man who 
fled from the satanic City of Destruction, with a 
load of sin on his back, m an effort to redeh the 
Celestial City, but he could not reach it until he 
had got rid of his burden of sm. The Indian rayat 
would also like to flee from the Village of Destruc- 
tion in which he now lives, and reach the Village 
Celestial where he might find rest and peace, and 
grow to the stature of a man ; but the load of debt 
on his back bears him down—debts which are the 
sins of others rather than his own, sins of commission 
on the part of the mahajan and the sin of omission 
on the part of Government in not supplying him 
with his own paper currency to monetise his labour. 
The Government of India has lately doated a large 
four and a half per cent. loan in London ; but where 
would the Government’s credit and budget be if 
its loans cost fifty or a hundred per cent.? The 
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Government of India rests upon a bankrupt founda- 
tion, and the only possible remedy for turning that 
bankruptcy into solvency is the organised co- 
opegative labour of the people, which can be 
monetised so easily by the Government, yielding 
a hundred per cent. of crops to the people and a 
clear five per cent. of profit to Government. Is 
Sir George Schuster going to neglect so great a 
chance ? 

The Medical Research Workers have told us 
that “the position is one of grave emergency.” 
The young men of India—the pick of the colleges 
and universities are eager to serve their country. 
Is their brain power to run to waste or worse ? 
Harness them to the rivat as organisers, by mone- 
tismmg their brain power as IT have suggested, let, 
them organise the people’s labour and credit, and 
the unified power of India’s hands and brains — the 
great 320 million man power engine will soon make 
India move. 

In recommending that the best of India’s youth 
should take up the work of organising the masses 
I am only following up the recommendations of 
the Linhthgow Commission, who say, 

“We wish strongly to press the claims of the 
rural areas upon the time and interest of the best 
of India’s youth. It is upon the homes and 


66 


The Caynialisation of Labour. 


fields of the cultivators that the strength of the 
country and the foundations of its prosperity 
must ultimately rest. We appeal to both past 
and present members of Indian Universities to 
apply themselves to the social and econemic 
problems of the country-side, and so to fit them- 
selves to take the lead in the movement for the 
uplift of the rural classes. We trust that the 
authorities and teachers of universities may 
do all in their power to encourage the study of 
these most important subjects. The opportun- 
ities open in India to men able and willing to 
play a selfless and patriotic role in the field of 
jocal leadership and of service to the public, are 
unbounded. 

“Among a people whose history goes back as 
far as does that of India, and in a society upon 
which the fetters of custom are so firmly bound, 
the mertia of centuries can only be overcome by 
the ready self-sacrifice, by the enthusiasm and 
by the sustained efforts of those who themselves 
enjoy the blessing of a liberal education.” 

Self Government, to be of any service, must 


begin at the foundations, and not at the roof. It 


is 


no use talking of independence until the people 


are independent of the mahajan, and it is no use 
talkmg of Dominion Status while the statua of 
the masses is the status of the serf. 
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Fertile Currency and its Crop. 


—t— 





Myd is of more value to Bengal than gold: A 
square acre of Bengal mud yields fifteen maunds 
of rice ; a square mile of gold yields nothing. The 
mud of Bengal feeds 40 mill‘ons of people : the gold 
of India feeds the gold gamblers of Bombay. 

Labour is the active working capital of the world ; 
mud or mutty, with the help of air, water, and seed, 
being the passive. To use the term applied to 
money by Adam Smith, capital is only the 
“nominal” money, labour being the real. 

Money, whether gold or silver or paper, creates 
nothing. It only sets labour the real capital— 
in motion, and helps to distribute the products of 
labour. 

Paper money used productively or construct- 
ively, is superior to gold or silver for two reasons : 
it is 100 per cent. cheaper than either, and it can 
be manufactured and issued with perfect safety to 
the extent required by men who can be trusted to 
make it good in solid assets, and return it. 

It is of equal service in times of war when gold 
currency, or currency which professes to be based 
on gold, has, owing to its scarcity, to be discarded 
as a source of danger to the State, and Government 
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paper currency, based not on gold, but on the labour 
and assets of the people, has to be called in to save 
the nation from disaster, and did so save the Empire 
in the great war. 

If it is sound finance to manufacture and issue 
Government paper currency to be blown away in 
the destructive work of war, it is a thousand times 
safer and sounder to issue the same currency for the 
constructive work of peace. 

Paper currency issued for productive purposes 
will draw additional gold and silver mto India in 
payment of her increased exports, and will, there- 
fore, tend to strengthen the paper currency reserve 
and the foreign exchanges. 

India imports from twelve to sixteen crores’ 
worth of sugar every year. If she grows all her 
own sugar with the help of productive paper 
currency, her gold and silver umports will increase 
to a like extent, and so strengthen the currency 
reserves. 

In the same way, if her manufacturing industries 
are developed by productive paper currency, her 
gold and silver imports will crease to the extent 
that her imports of manufactured goods decrease. 

The sowing of fertile currency will, therefore, 
increase the food supply of the people, develop 
her industries, and at the same time provide India 
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with more gold and silver to back her fertile paper 
and strengthen the foreign exchanges. 

I have explained elsewhere how the development 
of small paper currency is the first thing necessary 
for the development of deposit banking. And, as 
deposit banking increases by the development of 
productive paper currency, the silver and gold now 
hoarded will be banked to strengthen, still further,the 
issues of fertile currency and the foreign exchanges. 

The annexed extract from Walter Bagehot’s 
Lombard Street tells the history of deposit banking, 
and shows how essential it is that the silver rupee 
be replaced by the paper rupee before deposit 
banking can grow to any extent. Bagehot also 
shows clearly that the best way to develop deposit 
banking is to lend out small paper currency through 
local agencies familiar with the neighbourhood and 
its people. India’s only possible agencies which 
can meet this essential requirement are the co- 
operative credit societies. These must, therefore, 
be pushed on with, and multiplied, as fast as the 
people can be organised and made fit to be entrusted 
with the money. 

Want of staff, duc to financial stringency, Is the 
excuse made for not pushing on more quickly with 
the development of the people’s banking system, 
but this excuse can be removed very easily. Calcu- 
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lation, based on my own experience in the Sunder. 
bans, shows that about ome rupee per acre will 
provide not only the co-operative staff required to 
bring All India under co-operative credit, but will, 
in addition, provide all the money required to 
supply All India with doctors and primary school 
teachers. Consider what this means in the abolition 
of unemployment among the bhadralok. It will 
mean openings for 1,00,000 young doctors, and 
for very many more primary school teachers, to 
‘say nothing of additional thousands of organising 
nation builders of the co-operative departrfent. 

The value of the rice crop grown from Bengal 
mud may be taken as Rs. 50 per acre. One fiftieth 
part of this, or one rupee per acre, will provide the 
co-operative staff, doctors, and primary school 
teachers for the entire province ; and what applies 
to Bengal, applies, more or less, to AH India. 
Unorganised for defence as they now are, the people 
have to hand over to the mahajan and the other 
parasites who fatten on their labour, one half of 
their crop, or Rs. 25 out of every fifty. To put it 
bluntly and briefly, India is suffering from a form of 
legal extortion which paralyses Government and 
people alike ; for what progress can there possibly 
be in a country where labour is so handicapped, or 
what inducement is there for the people to do their 
best ? 
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The Royal Agricultural Commission has told us 
that the best hope of rural India lies in the 
co-operative movement ; therefore, if o fails India 
fails. A heavy responsibility, therefore, lies at 
the ‘door of Government if it neglects to provide 
the staff required, when that staff can be provided 
practically free of cost if the Government of India 
will only begin the manufacture and issue of pro- 
ductive paper currency as capital; while the cost 
to the people of the co-operative staff, doctors and 
teachers, will be only one fiftieth of the golden crop 
grown from Bengal mud, compared with the one half 
which they now pay formalariaand stagnation. The 
currency required to pay the staff can be borrowed 
free of interest from the Government of India, and 
repaid from the sale proceeds of the people’s crops 
when the people have been organised co-operatively. 
The money lent to the societies for productive 
purposes will return with a handsome profit to 
Government, after rejuvenating the country. And 
there will be no bad debts or arrears, for the sale 
of the crops will be organised collectively and 
co-operatively, and the loans recovered before 
handing over the sale proceeds to the people. 

The cash credit system origmated in Scotland, 
and in putting forward the foregoing suggestions 
I am following exactly the path marked out by 
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proved experience and the banking system which 
lifted Scotland out of poverty into affluence. The 
following extract from Graham’s “History of the 
One Pound Note” shows how the Scottish banks 
made their issues of paper currency serve the dual 
purpose of Capital and Currency ; and what the old 
Scottish banks could do, with only the assets of a 
handful of bank shareholders behind them, the 
Government of India, with the entire resources, 
and the gold and silver, of 320 millions of people 
behind it, can do with equal safety and equally 
satisfactory results. 

‘“So deep had been the poverty of Scotland 
during the first half of the eighteenth century, 
and so small the amount of accumulated wealth, 
that even their proverbial honesty could scarcely 
have ameliorated the condition of our ancestors, 
had the note issue not stepped in to occupy 
the place of capital. Ignorant as they may have 
been of the modern philosophy of paper money, 
the Scotsmen of the eighteenth century keenly 
appreciated the opportunities which their banks 
placed in their way. Their credits through their 
notes were to them capital, not currency merely, 
but a fund of capital with which they could buy 
and sell and realise a profit on their transactions. 
Conveniently enough, notes did serve as currency, 
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but their primary nature, in the opinion of the 

time, was that of capital.” 

If the Government of India has no power to 
issue currency as capital it will be the business of 
the Regislative Assembly and the Council of State 
to see that it gets that power, and the sooner it 
gets it the better; for India may no longer go on 
drifting, drfiting, drifting, no one quite knows 
where. 

Following up the example of the Colonial Govern- 
ments who are presenting to the Capital of India 
four Agoka Pillars, I have elsewhere made the 
suggestion that the Government of India should 
establish in each province a living Asoka pillar, in 
the form of a model village where the teaching of 
Asoka might be carried out in practice. Asoka’s 
favourite Kdict was, 

“Let small and great exert themselves.” 

These villages would be places where small and 
great would exert themselves (m the words of 
Asoka) with “the utmost enthusiasm,” for the 
uplifting of village life. The money required for 
the establishment of the villages would be found 
by the paper currency department in the way I 
have suggested ; and, to make a small beginning 
by way of example, I hereby ask from the Govern- 
ment of India a loan of Rs. 20,000 only, in paper 
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currency, which I shall return in silver with five 
per cent. interest. The money will be utilised 
to develop virgin soil, and settle cultivators on a 
portion of my Sunderbans zamindary, which 
portion I shall pledge as security for the ‘oan, 
plus Government paper should Government so 
desire; but the latter should not be necessary 
as the value of the property will more than cover 
the loan. 

I do not ask for gold or silver. Man, Mud and 
Paper—the combined real and nominal capital— 
will do all that is necessary to establish the village 
and return the money, and, as Rs. 100 will more 
than suffice for the manufacture of the money, 
Government will receive Rs. 1,000 of profit yearly 
in exchange for Rs. 100-- a good bargain for Govern- 
ment in these days of financial stringency. 

Fertile currency, planted m the fertile soil of 
hard and honest work, will yield 

Additional crops of food for man and beast. 
Comfortable homes. 

Co-operative nation builders. 

Freedom from debt. 

Employment for the bhadralok. 

Doctors and medicine for the people. 
Teachers. 

Peace and contentment. 
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The destruction of communism. 

The preservation of individualism. 

Bank balances for the people. 

More gold and silver, and mcreased income 
for Government, and 

A little gold and silver to adorn the labourer’s 
wife. 

All thrown in for a little more than one rupee 
per acre, whereas the people now pay Rs. 25 per 
acre for the Dead Sea fruits of debt, ignorance, 
malnutrition, malaria, and stagnation. 

Betéer one rupee an acre for a more abundant 
life than Rs. 25 an acre for stagnation. 

Let Government give the fertile currency a 
trial. 
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Presidential address by Sir Damel Hamilton to the 
Bihar and Orissa Provincial Co-operative Conference 
held at Mozaffurpur on 18th and 19th January, 1930. 


India 
THE SUPER DOMINION. 


Dominion Status being the fashionable subject 
of discussion, and India’s goal, I need not apologise 
for making it the subject of my address to-day ; 
especially as I am persuaded that no Dominion 
Status worth having can ever be reached without 
our help. For, while the British Government 
may give India a status on parchment, it is our 
business to give her a status in hie. 

What is Dommion Status? Mr. Baldwin, 
who, as leader of the conservative party. flies a 
banner with the strange device “safety first,” 
after a great speech in the House of Commons, 
tracing our common ancestry back to the Aryan 
race which, in days of old, trekked south to 
India and west to Europe to re-meet as long lost 
brothers, to work out their common task on Indian 
soil, having looked Dominion Status in tbe face, 
declined to define it, on the ground that to do so 
would be dangerous. Preferrmg “safety first” 
he passed the question on to Mr. Ramsay Macdonald 
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who, bemg Scotch, said it meant exactly what it 
meant before ; while Mr. Wedgwood Benn, pressed 
by Mr. Lloyd George for a definition, said “ what 
I have said I have said.”” And Mr. Gandhi, whose 
Aryan ancestor must have been full brother to the 
man who trekked west to settle down in Aberdeen, 
when ofiered Dominion Status, looked at it, sniffed 
it, and said things are not what they seem, give 
me an [.0.U. signed, sealed and delivered by good 
King George, and I shall think it over.” 

It may seem foolhardy for one hke myself who 
has ne politics, to rush in where the archangels of 
the political heavens have feared to tread. and 
attempt to define Domimion Status. But, as it 
is no use having a goal unless you know how to 
reach it, and when you will get there ; and, as it 
no use having a status while you have nothing 
solid to stand on, [ shall take the risk and make 
the plunge. For, from the days of Warren 
Hastings and Sir Thomas Munro to the days of 
Lord Irwin, it has been the desire of every Huropean 
worth his salt, and who has eaten India’s salt, to 
help her to reach her goal, that goal being the 
status of—The Super Dominion of the Empire. 

What then is Dominion Status? It is the 
status of a dominion in which the people haves 
reached the status of men—men who stand strong 
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and united. But India is not united, and many of 
her people have not yet reached the status of men. 

What hinders? Many things hinder. Hindu 
and Moslem hinder ; for, while Hindu and Moslem 
stand facing each other with no love between 
them, the British soldier must stand between. 

Caste and no caste hinder ; for, while hand will 
not touch hand, India will never march hand in 
hand, or stand shoulder to shoulder, under the 
flag of freedom. India awaits the birth of a new 
caste, sprung not from the head or the feet of 
Brahm, but from his heart. I have read somewhere 
that India’s greatest statesman, Gokhale, had on 
his writing table a paper weight bearing the inscrip- 
tion ‘‘ God 1s love.” This is the caste which India 
and the world awaits---a caste embracing all men 
of good will, Hindu, Moslem, Christian, touchable 
and untouchable, a caste of brotherhood marching 
hand in hand and shoulder to shoulder to India’s 
goal, under the co-operative flag. And of that 
caste we are the fore-runners. 

The money power hinders—a power perhaps 
more subtle than caste or creed, and more deadly 
in its effects. I do not know, any more than you 
do, what Sir John Simon or the Round Table 
Conference may recommend in the way of a 
constitution ; but this I know, that no constitution 
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will work without money, or while the existing 
monetary conditions remain. For, India is 
suffering from a deadly disease-—pernicious financial 
anemia—which is sapping the life of the masses, 
and paralysing Government and people alike ; 
and, until this deadly disease is expelled from the 
blood of India, no constitution of paper and ink 
will be of any avail. If this were merely a question 
of finance I should not have taken the trouble to 
come here to-day ; but it is more than money : 
it is a problem of life or death ; for there is a closer 
connectioh between finance and the burning ghat 
and the burial ground than people imagine. In 
a paper which I read in January last at the Univers- 
ity of Calcutta. I quoted the following paragraph 
from the Report of the Royal Agricultural Com- 
mission, and I shall continue to quote it until it 
reaches the financial authorities responsible, and 
sinks into their hearts and heads, 

“This All-India Conference of Medical 
Research Workers believes that the average 
number of deaths resultmg every year from 
preventable disease is about five or six millions, 
and that the percentage of infants born in India 
who reach a wage earning age is about fifty, 
whereas it is quite possible to raise this percentage 


to eighty or ninety. This conference believes 
D 
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that these estimates are understatements rather 
than exaggerations, but allowing for the greatest 
possible margin of error, it is absolutely certain 
that the wastage of life and efficiency which 
results from preventable disease costs India 
several hundreds of crores each year. This 
conference believes that it is possible to prevent 
a great proportion of this waste at a cost which 
is smnall in comparison with the expenditure. 
This conference believes that the greatest cause 
of poverty and financial stringency in India 1s 
loss of efficiency resulting from pfeventable 
disease ; and, therefore, considers that lack of 
funds, far from bemg a reason for postponing 
the enquiry, is a strong reason for immediate 
investigation of the question.” 
Five or six million lives, and several hundred 
crores of rupees, sacrificed every vear to the goddess 
of Financial Stringency, is a big price to pay for 
stagnation, especially when there are hundreds 
of crores of good loanable money lying idle in 
the reserves of the Government of India, ready 
to come forth to destroy the empty handed goddess, 
and save these millions of men, women, and httle 
children. 
What hinders? The shortage of trust hinders. 
For, if the people cannot be trusted to make good 
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in solid assets, the money which they borrow, and 
to return it, the great fund of fertile credit now 
lying still as a stagnant pool amid the hills of Simla, 
cannot be let loose to freshen India’s blood, and 
irrigate her barren fields, and wash away the 
stagnation, the malaria, the hook-worm, and the 
ignorance which now prevent the masses from 
rising to the status of men, and India from reaching 
the status of a self-governing dominion. 

“Seeds which mildew in the garner 

Scattered, fill with gold the plain ”’ 
When wil the mildew vanish, when will the gold 
be gathered ? 

Scientists tell us that to reform a man you must 
begin at his grandmother, sometimes at his great 
grandfather, or even further back. Judging by 
the snail’s pace at which money lent in the United 
Provinces comes back, when it comes back at all, 
I should say that to reform the people of the U. P., 
it might be necessary to begin with their Aryan 
ancestors of 3000 B.c. But, even although all 
men are not as honest as Mr. Gandhi, they can be 
made to act honestly by co-operative organisation ; 
that is, by pooling their crops, recovering all loans 
from the pooled proceeds ; or by arranging for 
the crop receipts to be paid into the village bank 


before the people are allowed to handle the money. 
D2 
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And, from the purely banking point of view, this 
is all the honesty that 1s necessary ; for, the western 
banker does not concern himself with the purpose to 
which the money lent is applied. All he considers 
is, will it return with a profit; if so, let the 
borrower have it. Loans made on my zamindary 
in the Sunderbans of Bengal are recovered in the 
way I have suggested; and, although my people 
are not all as honest as angels, [ have no bad debts ; 
and what is done there can be done elsewhere by 
co-operative organisation, under a properly tramed 
staff. The time has now come for the cteation of 
a staff sufficient to cover all India. 

Lord Irwin has promised India Dominion Status, 
and he wants young India to help him to realise 
his dream, which was the dream of Akbar, 


“I dreamed 

That stone by stone I rear’d a sacred fane 

A temple, neither Pagod, Mosque, nor Church, 

But loftier, simpler, always open-door’d 

To every breath from heaven, and Truth and 
Peace 

And Love and Justice came and dwelt 
therein.” —Tennyson. 


I quote the following which appeared in the London 
Times shortly before I left home, 
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‘““Lord Irwin’s address, at the All-India 
University Conference on 30th October, which 
evidently created a deep impression, was wholly 
directed to what he described as the problems 
of feducational statesmanship, particularly in 
relation to India’s main problem - namely, 
the adaption without too violent jar or stress, 
of an ancfent and organic structure of society 
to the dynamic forces of evolution which were 
driving the modern world. The new forces, 
he said, were moving and unloosing new energies, 
kindligg the imagination and hopes of millions 
of future citizens of India at their most im- 
pressionable age. Could this ardour of youth, 
this coursing of blood through the young veins 
of India, be utilised and directed to constructive 
ends, or would it become an explosive force, 
charged with incalculable danger to the future 
of the land? The question should be written 
in flaming characters over the desks of all who 
guided public opinion or policy.” 

Yes, Your Excellency, this ardour of youth, this 
coursing of blood through the young veins of 
India can be utihsed and directed to constructive 
ends ; and we, who represent all the castes and 
creeds of India, are the people best qualified to 
so utilise and direct it. 
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Lord Irwin has sounded a bugle call to the young 
intelligentsia of India to step out and help him to 
raise the flag of Dominion Status, and there is no 
doubt that they will do so gladly if given the chance. 
In these days, however, it is easier to raise ‘men 
than to raise money. Who is to pay for the peace 
army of 60,000 men required to organise India, 
and enable the masses to reach the status of men ? 
The organisers will pay for their own training, and 
the people will pay them thereafter. The organisation 
of India, and the bringing in of a real living 
Dominion Status will not cost Government.a pice. 
The army of 190,000 fighting men costs the Govern- 
ment fifty crores of rupees every year. Lord 
Irwin’s peace army of 60,000 men required to 
combat India’s enemies within-~the Mahajan, 
the ignorance and ill health, and the pernicious 
financial anemia which every year gathers its 
great harvest of death, and robs India of hundreds 
of crores of rupees, will ask no gift from Govern- 
ment : it will be an independent fighting force, 
working out India’s independence within the Empire. 

Finance is a big question which time does not 
permit me to go ito to-day ; but I have studied 
this question, and I know what I am talking about ; 
and J have sufficient confidence in my own judg- 
ment to make the following offer to the Government 
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of India, with the object of giving the Government 
and the people a simple demonstration in sound 
finance. I have made the offer small on purpose, 
so as not to scare the rabbits of the financial 
department. 

1. That the Government lend me Rs. 6,000 of 
the credit lying idle in its reserves, with or without 
interest. 

2. That with this money I build suitable simple 
accommodation for one hundred young men, on my 
zamindary in the Sunderbans of Bengal. 

3. That these young men--the organising 
captais, and the advance guard of Lord Irwin’s 
peace army— get a thorough trainmg at their own 
expense for twelve months, in all branches of 
co-operation and in simple agriculture. 

4. That J allot for their traimng one hundred 
acres of good rice land which they themselves will 
cultivate with the help of hired labour. 

5. That, from the proceeds of thie crop, the 
loan of Rs. 6,000 be repaid to Government within 
three years, by annual instalments. 

6. That, after training, the young men he posted 
wherever wanted, to organise and supervise the 
people co-operatively. 

7. That the character of these young men, their 
labour, their crops and their houses, should be 
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sufficient security for the loan, but if additional 
security is required I shall furnish it in the form of 
Government paper. 

Bank credits cost nothing to create. All that 
the proposed loan will cost the Government is a 
clerk’s wages for three minutes, and three drops 
of nk. As the money is paid out (ayy old five or 
ten rupee notes doomed to the flames will do) 
Government debits me and credits its reserves 
with Rs. 6,000 ; and, as the money is repaid, 
Government credits me and debits its reserves, 
and the debt is cancelled. 

It sounds very simple. Yes, it is very simple 
and very sound ; for, as Walter Bagehot said 
many years ago, sound finance zs simple. There 
is no catch in my offer. The catch is in the existing 
financial system, m which the great masses of the 
people are snared, and the hfe strangled out of five 
or six millions of them every year, and hundreds of 
crores of rupees destroyed as well. It is the 
strangle-hold of the existing system, or no system, 
that. makes India poor and blind and naked ; that 
prevents the people from reaching the status of 
men, and India from reaching Dominion Status. 
Give India her peace army of 60,000 men, to destroy 
the money power which is destroying India, and 
Dominion Status will be in sight with five years, 
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and in being within ten. For, the ruling power in 
India is not the British Raj, but the Indian 
Mahajan. When the Mahajan’s power is shattered, 
when the Sowcar’s flag is lowered, India can hoist 
any fag she pleases. And that flag will not be the 
blood red flag of Lenin, but the flag of peace and 
good will, woven of the people, by the people. for 
the people, “under the guidance of their Aryan 
brethren of the cast and the west. It is the flag 
we fly—-the flag under which India will lead the 
world into the ways of peace. Under the co- 
operative flag, All-India, including the Indian 
States, will march forward hand in hand and 
shoulder to shoulder to India’s goal. And an 
India united, whose people have reached the 
status of men, can have any status she 
pleases. 

I have said my say, and have done iy best to 
point out to the Government and the people, the 
way from stagnation to peace and progress. 
If any man can point to a better way let 
him do so, but there 7s no better way. For, there 
ig no other way but the group or co-operative 
way, to finance 320 milhons of people. It 
must be either co-operative finance and progress, 
or the Sowcar’s finance and stagnation. Let 
India choose. 
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In closing, I should like to say a word or two to 
the young men of India. Standing here, on ground 
hallowed by the footsteps of the mighty Asoka, 
one of the world’s few good great men, let young 
India make him their hero, the man of war ‘who, 
on the battle fields of Kalinga, broke his sword of 
steel, and thereafter wielded the sword of the 
spirit—the weapon of peace and good will which 
stretched from one end of Asia to the other. While 
Asoka still speaks from the rocks of India, young 
India need not listen to the voice of Lenin. And 
what does Asoka sav? “ Thus saith His Gracious 
Majesty, 
Let small and great exert themselves 
Father and mother must be revereuced 
Respect for all life shall be an established 
principle 

Truth must be spoken 
The teacher must be reverenced by his pupil 
This is the traditional rule of conduct, and 
This makes for long life.” 

while the voice of Lenin makes for death. 

And to the Government I would say, give young 
India a chance to carry out the teaching of Asoka,: 
and to exert themselves in the peaceful path of 
nation building ; for, it is they, and only they, 
flying the Co-operative Flag of Unity, who can 
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organise and rebuild India into a nation strong 
and united. For, nations do not live by parchment, 
neither do men live bv votes. 

And to the gentlemen of the Congress I would 
say* remember the words of Mr. Gandhi’s English 
guru, John Ruskin, 

“Government and co-operation are in all 
things the Laws of Life; Anarchy and competition 
the Laws of Death.”—-Unto This Last. 
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Paper read by Sir Daniel Hamilton to the students 
of Calcutta University on 23rd January, 1930. 


The Philosopher's Stone. 


(PARKSHMONI.) 


The Vice-Chancellor’s address to the Philosophical 
Congress at Lahore set me a-thinking. I had 
always regarded philosophy as something beyond 
me, a something up in the clouds beyond my reach. 
But, after readimg the learned doctor’s address, 
the burden of which was that 1f philosophy 4s to be 
of any usc to men and nations it must come down 

to earth and mix with mortal men, and be harnessed 
to religious and political thought and to the daily 
hfe of the people, 1 began to wonder whether it 
might not also be harnessed to finance, -the un- 
solved problem which blocks the path of India’s 
spiritual, moral, material and political progress. 
Then 1 remembered the philosopher’s stone which 
had the property of turning common metals into 
gold, and I wondered whether common men might 
not be made as good as gold with the philosopher's 
help. Then I remembered that Dr. Urquhart 
hailed from Aberdeen, a city renowned the world 
over for its financial genius and its capacity for turn- 
ing everything it touches into gold ; so I thought I 
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might venture to look to the learned doctor to help 
us to find the money required for the building of 
the national structure which Dr. Urquhart rightly 
says should embody intellectual, emotional, 
volitfonal, and spiritual, as well as material, values, 
In other words, the soul must be taken into 
account in the work of nation building, as well as 
the body which contains it. And in emphasising 
the worth of every human personality, and helpmg 
young men to realise that worth by having high 
aims and lofty endeavours, the philosopher would 
be able to take up a positive and constructive 
attitude, instead of a negative and destructive 
attitude. 

To give a practical turn to this excellent teaching, 
Dr. Urquhart advises the philosopher to get a grip 
of some positive reality, and show how it can be 
developed as to control the movements of young 
life which are pulsating through the veins of so 
many of our young friends. 

Well, Adam Smith was a moral philosopher as 
well as a great evonomic teacher, and it is because 
the truth of his teaching has been overlooked or 
forgotten, that poverty among the masses and un- 
employment among the classes are or prevalent in 
India to-day. The very first words of the intro- 
ductory chapter of The Wealth of Nations ure these 


92 The Philosopher's Stone. 


“The annual labour of every nation is the fund 
which originally supplies it with all the necessaries 
and conveniences of life.” The solid rock of honest 
labour is, therefore, the philosopher’s stone of 
Adam Smith and of common sense—the only’ sure 
foundation on which a great and strong nation can 
be built. For, no matter what the financial experts 
may say, or some modern political economists 
may teach, you and I know that men grow rice and 
weave clothes and build houses, and that money 
does none of these things. The working capital 
of the world is, therefore, not money, btit Men. 
When the Government of India grips and acts on 
the truth of this positive reality, India’s restless 
sea will settle, and the storm clouds disappear. 
Men being the working capital of the world, 
it follows that the value and productive power of 
this capital will depend upon the character and 
health of the men—good men being good money, 
and bad men being bad money—bad rupees and 
bad sixpences. And it is here the philosopher 
comes in ; for, m enhancing the worth of the young 
human personalities who come under his influence, 
the philosopher will be minting coins of mcre value, 
and of greater productive power in the economic, 
spiritual, moral and political fields than coins made 
of gold or silver. Let the philosopher, therefore, 
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get a good grip of this positive reality, and so 
guide and control the new life flowing through the 
veins of young [India that it will be directed to the 
constructive work of building India into a great 
temple of spiritual, moral, economic and political 
truth. 

This brings me to another positive reality, that 
of unemplofment among the bhadralok. I have 
shown you that men are capital, and that good 
honest workers of hand and brain are the world’s 
most valuable and productive coins. Good men 
standing idle in the market-place are, therefore, 
valuable productive capital going to waste. Can 
the philosgpher, in his search for reality, give the 
real explanation as to why, when the Indian temple 
is still unbuilt and the builders stand idly by, they 
cannot be set to work? Can the philosopher 
bring together the men who want posts and the 
posts which want men? For example, Bengal 
wants 15,000 doctors to build up the health of the 
Province, and the men are here ready to be trained. 
Can the philosopher supply the missing link which 
will join together the sick man and the doctor ? 

Bengal wants 150,000 primary school teachers 
and there are many thousands of young men willing 
to be trained as teachers whose talents and capital 
are now going to waste. Can the philosopher tell 
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us how to bring the teacher and the untaught 
together, and turn the darkness into light ? 

‘Full many a gem of purest ray serene 

The dark unfatho medcaves of ocean bear ; 
Full many a flower is born to blush unseeti 
And waste its sweetness on the desert air.”’ 

How many of Bengal’s gems, her J agadis Boses, 
her P. C. Roys, her C. V. Ramans, hie buried and lost 
in the ocean of India’s humanity ; how many of her 
spiritual flowers, her Tulsidasses, her Chaitanyas, 
her Tagores, are wasted in this land of waste and 
want, I do not know, but the loss and the w&ste are 
great. Can the philosopher fathom the depths, 
or find a way out of the desert ? 

Here is another positive reality for the philosopher 
to get a grip of and strangle if he can. A few 
months ago I read in a Calcutta newspaper an 
article about the health of the city. The article 
said that the city’s mortality had increased in recent 
years from about 25 to 34 per thousand owing to a 
defective drainage system, the result bemg that, 
every year, twelve thousand people were swept 
down Calcutta’s drams to their deaths. Now, 
when we recollect that drains are made by men, 
not by money, and that there are thousands of men 
ready to make them, why are they not made? 
Can the philosopher fathom the mystery and tell 
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us who is to blame for the slaughter, and whether 
the Corporation or the Fmance Department should 
be hung ? 

Leaving Calcutta we pass into rural Bengal. 
Wha& do we find there? Malaria, a very positive 
reality, also due largely to bad drainage — old rivers 
and khals silting up, railway embankments blocking 
the natural Grainage, the water hyacinth strangling 
rivers with its deadly grip. Two years ago Sir 
Wilham Willcocks, the great irrigation engineer, 
put forward a scheme for draming Bengal---a 
scheme,to serve the double purpose of improving 
the fertility of the soil and washing out malaria, 
at a cost of sixteen crores of rupees. I am not an 
engineer, and, therefore, am not qualified to express 
an opinion on the engineering aspect of the problem; 
and being Scotch IJ like to be sure that for every 
rupee I spend I get two back; and when sixteen 
crores are at stake I want to make sure that the 
crores will not get drowned in the drains, and 
never return. So I wrote to Sir William asking tf 
his great scheme could be begun in a small way and 
prove itself as it went along, so that, if it were 
found to be unworkable, expenditure would stop. 
Here is Sir William’s reply: 

“It has taken me 18 months to learn how the 

Chola kings carried out such giant works, for I 
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knew that unless they had worked gradually 
and been encouraged year by year they could 
not have done anything. The 20th July number 
of Indian Engineering shows how even the giant 
Matabhanga Canal, the feeder of 5,000.000 €cres 
must be done gradually. Every year’s work 
will be an aid how to go on next year. If Bengal 
had been rainless, and shaped as*it is, they 
would have done nothing, but because all the 
puckha irrigation is by raimfall, and the rrver 
water is only needed to manure the rain water on 
the rice fields and ensure fertility apd lall 
mosquitoes or render them benignant, that we 
can work at all. We have special conditions, 
and these old Bengalis vented a kind of irriga- 
tion to suit these special conditions. Unless 
everything was going to be gradual and sure I'd 
never touch it. I never won or lost one penny 
on chance in my life from my earliest days till 
to-day, and I am not going to begin at 77. Be 
sure that the works can be started slowly and 
prove themselves as they go on. You may go 
fast or go slow as you like——Yours sincerely, 
W. Willcocks.” 

What has philosophy to teach us in this case ? 

The money at stake can be reduced to a minunum, 

while the life at stake can be mecreased to a 
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maximum. The health-giving canals are ready to 
be dug, and the working capital--men—stand ready 
to dig them. Can the philosopher in his wisdom 
bring the two together and save many lives every 
year? 

Leaving Bengal we cross the border into greater 
India. Are there any positive realities to be found 
there? Yes, many—ignorance, much malnutrition 
of man and beast, much stagnation. And when the 
ignorance, malnutrition and stagnation are 
multiplied by 300 millions, the volume is great 
indeeds Can philosophy reduce it? If every one 
of these 300 millions of human personalities has its 
worth, and that worth is only half developed, can 
the philosopher or mathematician calculate the 
loss to India and to the world ? 

Who can turn this loss into gain, this lead mto 
gold? The bhadralok and the rayat can. It is 
they who hold the philosopher’s stone. The rayat, 
as a friend of mine has described him, is India’s 
key man. It is only he, with the help of the 
bhadralok, who can open the door to a Dominion 
Status worth having, but only when power has been 
given to his arm. Give the rayat the status of a 
man, and he will give India the status of an Empire. 

The rayat has 500 million arms, far more than 
Durga or Kali, but the arms are weak. The 
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strength of a chain is the strength of its weakest 
link. Ifthe links are weak and unjoined, the chain 
is not a chain, and has no lifting strength at all. 
Strengthen and join the links, and India will lift 
herself to any status she pleases. 

The bhadralok is India’s kamar, the rayat’s 
village blacksmith, the welder of India imto one. 
Sixty thousand kamars of the pure gold caste, 
polished with the philosopher’s stone, are wanted 
to weld India into a nation strong and united. 
Can the philosopher turn out the men? I believe 
he can ; for, young India is fired with the desire to 
serve their country, and to lift the masses to the 
status of men free and imdependent. And the 
60,000 will prepare the way for one hundred 
thousand doctors to heal the bodies of the people, 
and a million gurus to manufacture souls of a good 
quality--to use Ruskin’s phrase-—men who will 
make good the money which they borrow and turn 
it into golden crops of food for body and soul. 

T have said that men are capital, and souls of a 
yood quality are the tinest comage and the most 
productive capital of all. It now remains for the 
Government of India to call up that capital im full, 
as it is organised and made trustworthy, so that the 
people may live a fuller life—the life of the free 
man, free from that curse of India, the money- 
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lender, and that foreign ruffian the Kabuli with his 
latht, who should be deported beyond the Kyber 
to finance his native land. The credit lying idle 
in the Government reserves is the people’s credit : 
it came from the rayat’s fields, and to the rayat’s 
fields it should now return -to wash away the 
malaria, and yield crops of golden grain, and crops 
of silver and gold, and crops of good free men, 
healthy in body and soul. 

The cost to Government will be nil, the reserves 
will grow bigger and bigger. For, “he which 
soweth Sparingly shall reap also sparingly ; und he 
which soweth bountifully shall reap also bounti- 
fully.” © There ts that scattereth and yet increaseth, 
and there is that withholdeth more than is meet, 


+ 


but it tendeth to poverty,” and that is why the 
masses are poor. 

My paper was written thus far when I read a 
telegram in the newspapers to the effect that Sir 
Basil Blackett, late Finance Member of the Govern- 
ment of India, speaking in London a few days ago 
said that Hindu medieval abstractions had retarded 
India’s economic development, and were responsible 
for the poverty of the masses. The Vice-Chancellor 
knows more about Hindu abstractions than I do; 
but Sir Basil would have been nearer the mark had 
he said that medieval finance had retarded India’s 
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progress. A finance minister ought to be able to 
grasp the simple truth that no country can advance 
whose people are shackled to a financial system 
which bleeds them white with an mterest charge 
ranging from 25 to 150 per cent. I see that the 
Bengal Chamber of Commerce has voted “no 
change” in the system of marketing the people’s 
crops. Are we to understand it to be the wish of 
the Chamber that the rayat should remain shackled, 
so that he may buy his finance dear and sell his 
produce cheap to the Chamber? The Chamber 
is fifty years behind the times. Farmerseall over 
the world are now engaged mm improving the 
marketing of their crops with a view to protecting 
themselves against the middleman, and India must 
no longer remain the cow’s tail of the Empire -- 
always behind. I wonder where the members of 
the Chamber would be if the Kabuli were their 
banker. 

The Bombay Government recently cut down its 
education bil bevause the people had become 
more sober. Education comes out of the toddy 
pot, light and darkness go hand in hand, and 
stand or stagger together. Wandering round a 
village the other day-—-not in the Bombay 
Presidency, I looked into the court-yard of a rayat 
who had been drowning his sorrows in the flowing 
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bowl. He lay on his side moaning and groaning 
while the toddy ran out of him. He was doing 
his best in the cause of education and nation 
building, according to the laws of sound medieval 
finaztte. 

The poverty of the masses and unemployment 
among the classes, as well as the starved condition 
of every district board and every municipality are 
due to the medieval anance of Government and 
the satanic finance of the mahajan—a system of 
legalised extortion which is aided and abetted by 
the Courts of Justice so-called. Both systems 
have been weighed im the balances for the last 150 
years and have been found wanting; and in the 
interests of the peace of the realm, the time for 
change has come. 

Unsound finance is the stone which has turned 
India’s labour into lead and sunk her. The time 
has now come to turn the lead into gold and lift 
her ; and the brain power of the bhadralok, allied 
to the hand lubour of the common man, will do it 
with a little encouragement from the Government 
of India, in the shape of sound modern finance, 
which encouragement will cost the Government 
nothing. 

The difference between the medimval-satanic 
finance and the new, is the difference between 
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lead and gold, between darkness and light, between 
stagnation and progress, between chalk and cheese 
-—the one starves, the other feeds. In my address 
to the Co-operative Congress at Mozaffurpur the 
other day, I explained what was wanted. I said 
that if Government would give me a loan, not a 
gift, of some old five or ten rupee notes doomed to 
the furnace, 1 would change them into good men 
and golden crops of rice, and of silver and gold, 
and afterwards return the money. Let me explain. 

With money so borrowed, training institutions 
would be built for the traming of the bhadralok 
who would organise the people co-operatively, 
organisation being quite as necessary for victory 
im the battles of peace as in the field of war. When 
the people are organised and made reliable enough 
to return the money borrowed, but not till then, the 
Government will create and issue from the credit 
reserves now lying idle, the money required by the 
people for the growing of crops, the sinking of wells, 
and other necessary uses, and for these only—the 
money all to be returned with say five per cent. 
clear profit to Government, and such profit to be 
used for the abohtion of the salt tax, the intro- 
duction of prohibition, or any other nation building 
purpose. Bank credits cost nothing to create 
except a clerk’s wages, a ledger, a pen and a bottle 
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of ink.* Relieved from the satanic financier, the 
people will have money for doctors and teachers, 
and in this way will abolish unemployment among 
the bhadralok . while the additional crops resulting 
fromethe rayat’s improved outlook in life and his 
improved agriculture. may be exported to feed the 
poor unemployed dole men of the west. Gold and 
silver will come back in payment, and the rayat can 
repay to the Government, in gold or silver, the airy 
nothing called credit. which he borrowed. 

Now, experience gained on my zamindary in the 
Sunderbans of Bengal shows that one of these 
bhadralok can rescue from the mahajan, and give 
a fresh start in life to 5.000 people living on 5,000 
acres of land. In the absence of the organiser, 
half their crops, or Rs. 25 per acre, goes to their 
satanic banker: therefore, one organiser of the 
bhadraluk class. by setting 5,000 people on their 
feet, gives them the status of men, and improves 
their annual income by Rs. 1,25,000 --a lakh and a 
quarter. To be on the safe side call it a lakh. 
Sixty thousand of these young bhadralokh will, 
therefore, set All-India on her feet, find work for 
a hundred thousand doctors, more than a million 
teachers, and give the people five or six hundred 
crores of rupees besides. Wonderful is it not, what 


* Banking credits cost nothing to create, and they may be absolutely 
ndeaeustibic H D Macleod’s Zivments of Lanking 
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can be conjured out of a bottle of ink by this thing 
walled credit, which I call trust, which comes out 
of the common man and not out of the bank, and 
which is put mto the man by the bhadralok. The 
cost of the great increase in character and craps is, 
however, not money which costs nothing ; but the 
Jabour of the brain of the bhadralok and the hand 
of the common man which costs sweat. And sweat 
is the divine currency ; for “in the sweat of thy 
face shalt thou eat bread” was the currency 
given to Adam long before banks were invented. 

The Vice-Chancellor agrees with the Shestras in 
blending religious philosophy with life, and m 
judging the value of religion by its uphftmg power 
in life. And Moslem and Christian agree with the 
Bhaqvadgita in its teaching regarding the im- 
mortality of the soul, 

“The fire doth not burn it 

The water doth not quench it 
The wind dnieth it not away.” 

and that “he who dresseth his meat for himself 
alone eateth the bread of sm.” And Hindu and 
Moslem agree with the Christian doctrine that the 
way of Service and Sacrifice is the Way of Life. 
Within this triple circle there is room for all men 
of good will—Hindu, Moslem, Christian, touchable 
and untouchable, to help in the building of India’s 
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golden temple ; for there will be a place and a post 
for every honest man willing to work. Unemploy-. 
ment will then cease from troubling, and India will 
be at rest. The money power is now the servant 
of Satan, I want to make it the servant of God and 
of man. Can philosophy help ? 

Light comes from the Kast, and for those who 
have eyes to see through the dust and the turmoil, 
there 1s growing up in this ancient land a new type 
of Constitution—a Co-operative Commonwealth— 
which will be a light to hghten the political gentiles 
of the west, a Constitution in which there will be 
only one party, the party of peace and good will. 
And all other parties with their Birkenheads and 
their Churchills, will follow medisval-satanic 
finance into the outer darkness, to weep and wail 
and gnash their teeth. 

Let the Government of India now give up think- 
ing in pice--the beggar’s coi, and trust the 
philosopher's stone- -the solid rock of honest labour 
of hand and brain, “the fund which supplies all 
the necessaries and conveniences of life” —the 
only sure foundation on which to build a great 
nation, strong and united. 
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Address given by Sir Daniel Hamilion to the students 
of the Scottish Church College, Calcutia, on 14th 
February, 1930. 


The Nation Builders. 


About two years ago, in England,*we listened 
on the wireless to a series of lectures on empire 
builders, by Principal Grant Robertson of 
Birmingham University. The lectures were four 
in number, and the four empire builders, chosen 
by Principal Grant Robertson were, Warren 
Hastings of India, Stamford Raffles of the Straits 
Settlements, Ceci] Rhodes of South Africa, and 
David Livingstone, the great Afncan missionary 
explorer and destroyer of the slave trade. In 
summing up the careers and work of these empire 
builders Principal Grant Robertson said that 
Livingstone was the greatest of them all, though 
the empire which he songht to build was no earthly 
empire, but that known as The Kingdom of God. 

About four months ago the King’s daughter- 
in-law, the Duchess of York, opened Scotland’s 
national memorial to her great countryman ; and 
shortly thereafter, on our way south from Scotland, 
Lady Hamilton and I paid a visit to the shrine. 
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The memorial is a building on the banks of the 
River Clyde, near Glasgow, containing the little 
house in which Livingstone was born, a small 
room or kitchen about twelve feet square--a 
hureble home indeed. At the door of the house 
I bought a little booklet giving a short sketch of 
his family history, written by Livingstone himself 
at the reqifest of his friends. In this short sketch 
I find this written, 

“Grandfather could give particulars of the 
lives of his ancestors for six generations of the 
famyy before him ; and the only point of the 
tradition I feel proud of is this. One of these 
poor hardy islanders was renowned in the dist riet 
for great wisdom and prudence ; and it is related 
that, when he was on bis deathbed, he called all 
his children around him and said ‘ Now, in my 
lifetime I have searched most carefully through 
all the traditions I could find of our family. and 
I never could discover that there was a dishonest 
man among our forefathers. If, therefore, any 
of you or any of your children should take to 
dishonest ways, it will not be because it runs m 
our blood ; it does not belong to you. I leave 
this precept with you: be Honest.” 

A few days after reading this I received from 
India the anniversary number of an Indian 
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newspaper in which appeared an appreciation of 
Mr. Gandhi, byan American missionary. Thearticle 
was entitled Mahatma Gandhi's greatest contribution, 
and from it I quote the followmg :— 

“In the Congress at Cawnpore there hung ftom 

the ceiling of the Pandal these words, Be Honest, 

Gandhi.” 

Interesting is it not, that Scotland’s empire builder 
and India’s empire builder should build their 
empires on the same two words, “ Be Honest ”’-— 
the only sound foundation on which to build either 
individual or national life. 

My latest sight of Livingstone was at Mozaifur- 
pur a few weeks ago, when presiding at the Bihar 
and Orissa Provincial Co-operative Conference. 
Attached to the Conference was an industrial 
exhibition, and there, on the wall, was a remarkable 
drawing by an Indian artist, on the left-hand side 
of which was a picture of Jesus on the Cross, and, 
in the centre, portraits of the great men of the earth, 
among them Livingstone ; and, on the right-hand 
side of the picture, a Brahman pointing his finger 
towards the great men, but afraid to touch them. 

Just after writing my paper on The Philosopher’s 
Stone, which I read lately at Calcutta University, 
my Bengali friends told me that India has a similar 
story called Pareshmont or The Touch of the Jewel, 
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the meaning of which is that, a good honest man 
who has faith in God, and is in touch with the 
unseen, 1s given a Jewel or Diamond at whose 
touch common clay or mutty is changed into gold. 
Accérding to this Indian story, even the common 
clay of the good honest untouchable may be turned 
into gold by his faith m God, while the real 
untouchable is the man who has no such faith, 
and whom no man trusts. 

Times are changing and India must change too. 
To keep pace with the world India must keep pace 
with the times. Unity must come, and disunity 
go, or the new wine will burst the old bottles, and 
both wine and bottles be lost. Hindu, Moslem, 
Christian, touchable and untovchable, must stand 
or fall together. For the national shrine will 
never be built while the stones lie apart and broken. 

And who are to be the builders? Young India 
must be the builders. It is you who must gather 
together into one great temple of peace and good 
will and concord, India’s many millions of varied 
castes and creeds and parties. It is you whose 
touch must turn into living gold, and living stones, 
the millions who lie scattered and broken and dead. 
It is you who must join them together with that 
spiritual lime called honesty or trust ; for no other 
lime will do. 


110 The Natron Bualders. 


But builders want traiing as well as barristers ; 
and, for the building of India’s great temple, many 
thousands of builders will be wanted—sixty 
thousand tramed organisers to gather and build 
the people together imto trustworthy groups of 
independent men—the living foundations of an 
independent State, one hundred thousand doctors 
to build up the health and strength of the people, 
and mnore than a milhon gurus of the Rishi type, 
who will form the social centre of the village, and 
build up the character of the people. For, upon 
the character of the people, depends the strength 
and solidarity of the political structure, and of 
the nation. 

Yes, upon the character of the people depends 
the strength of the realm. For, as Mr. Gandhi 
said not very long ago in Calcutta, 

“When we cannot trust our brothers and 
sisters, our parents and party leaders, or anybody 
else ; and when we cannot even allow our words 
to remain unaltercd for twenty-four hours, do 
not talk of independence.” 

The strength of the national structure will depend, 
therefore, upon the trustworthiness of the people ; 
and, this is the quality which you young nation 
builders must develop within yourselves, and 
among the people who form the State. For, 
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modern money, which goes by the name of credit, 
is simply trust, or faith, or honesty, turned into 
cash by the touch of the jewel; and where no 
honesty is, no money can be lent, for the diamond 
cannet, work. 

When the diamond can work and turn the 
labour of honest mon mto gold and silver, and 
food and howses and clothing, that old enemy of 
India, the mahajan or smecar, will die of starvation, 
and disappear. It is he, more than any other, 
who now blocks the path of progress and in- 
dependence, and prevents the nation builders 
from getting to work. It is fe who is to blame 
for the stagnation of the masses, and unemployment 
among the classes. It is he who keeps empty the 
thousands of posts which await you young nation 
builders when ke is out of the way. And until 
he is out of the way, until the people are in- 
dependent of him, it is idle to talk of independence, 
or try to build a strong nation or State. No strong 
nation can be built except upon the labour of 
honest men. They, and only they, are the strong 
foundation of the strong and powerful State ; 
and they, and only they, must be the foundation 
of India’s new banking system, and of New India. 

When bankers talk of their credit resting on 


gold, they do not talk sense: gilt would be nearer 
E 
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the mark. If there were no solid food base under 
the so-called gold base, the gold would be worthless ; 
and if all India were made millionaires to-morrow, 
with no food in the bazaars, India would be a 
land of 320 million dead millionaires, within one 
week. Men can raise food without gold, but 
gold cannot raise food without men. Men and 
the food they raise form the base §£ credit, and 
India’s new banking system must be one which 
will be harnessed not to dead gold or silver, but 
to the productive labour of honest men, and stretch 
out a helping hand to every honest man who is 
willing to work, either with hand or brain. Develop 
the land by honest labour, and gold and silver will 
flow in more freely than ever. For, as Adam Smith 
said 150 years ago, the land which has plenty of 
produce to sell, will never be short. of gold or silver. 

It is. the regulation of the issues of money by 
dead gold, rather than by the needs of living men, 
that has led to the existing monetary confusion 
in the western world. Some time ago Mr. Gandhi 
asked me to write for him a paper which would 
make banking easy for people to understand. "I 
did so, but apparently Mr. Gandhi does not yes 
understand it, for I see that he still thinks sixteen 
annas better than eighteen. I believe that only 
two men ever understood currency, one of whom 
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died, and the other disappeared and has not since 
been heard of. But I see that my old friend 
Sir Jehangir Coyajee, is growmg wiser as he grows 
older, and now sees the hght; for, in a paper 
whichshe read the other day in Calcutta, he said 
he looked forward to the time when gold would 
disappear from the currency system. Quite right, 
Sir Jehangir® dead gold is the fulse base of credit, 
honest living men the true. 

Sir George Schuster and Sir) Bhupendranath 
Mitra and his colleagues, are now framing a new 
bankingesystem for India ; and, asx intelligent men, 
they cannet but base st on that sterling comage 
which is mere valuable and productive than dead 
gold or silver, viz., living hovest men. India will 
then have a banking system which will leave no 
honest man standing idle m the market place, 
waiting for a post which never comes. And a 
banking system which is harnessed direct to the 
organised productive power of 320 millions of 
people, will be the yreatest and most powerful in the 
world. Man will then be the master, not the servant, 
of money, and Pundit Jawaharlal Nehru be happy. 

The, building of New Delhi is about finished; the 
building of new India should now begin, and large 
training institutions be opened im every province 
for the training of the builders. New Delhi cost 
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ten or fifteen crores to build. New India will 
cost no more, and that cost the people will pay. 
For, the money which will be lent by the Govern- 
ment of India to the provincial governments for the 
establishment of these institutions, will be rec6vered 
gradually from the people, and repaid to the 
Government of India, so that the cost to both the 
Imperial and Provincial Governments will be nil. 

As regards Bengal, 7,000 young men will be 
wanted by the Co-operative Department, twice 
as many doctors, and more than one hundred 
thousand gurus. Let Government give tke young 
men a chance. With Bolpur as the centre, and 
Dr. Rabindranath Tagore as Grand Rishi, Bengal 
will not know itself a few years hence. 

One day about two years ago, when driving 
out near the village of Ongar m Hssex, we passed 
the remains of the little church in which Livingstone 
as a young man preparing for his great career in 
Africa, preached his first sermon. The church 
had just been burned down, and as we passed I 
sent my chauffeur to fetch one of the bricks as a 
memento. He fetched two which I believe I 
still have in my house near London. Next cold 
weather, if all is well, we shall bring out these twin 
bricks ‘‘ Be Honest,” christen them Gandhi ard 
Livingstone, and make them the foundation of 
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Bengal’s Nation Building Institution ; and perhaps 
Mr. Gandhi will come and lay the foundation. And 
we shall make a great feast at which all castes and 
ereeds, touchable and untouchable, will sit down 
and éat together, and show India the way of peace. 

May I clese my paper with a quotation from 
Mr. Gandhi’s English guru John Ruskin ? 

“ Shall flothing more be asked of us than that 
we be honest? For the present. good friends, 
nothing. Because, if we once get a sufficient 
quantity of honesty in our captains, the organisa- 
tion of labour will be easy, and will develop itself 
without quarrel or difficulty; but if we cannot get 
honesty in our captains, the organisation of labour 
is for evermore impossible.” (nto this Last. 

In Lord [ruin India has, as Viceroy, an honest 
man, and “an honest man’s the noblest work of 
God.” His Excellency has given ine the assurance 
that he will do all he can to forward the co-operative 
movement- the one and only movement which 
will at one and the same time unify India, organise 
the masses, and abolish unemployment among 
the classes. I hope and trust, therefore, that, 
eunder her Viceroy and his young captains, we 
shall soon see India going full speed abead to her 
destined youl, which goal India. herself will choose, 


in due time. 
E* 
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Rural Uplift Scheme for all India. 


Tue Co-OPERATIVE STAFF. 


Finance being the chief immediate need Qf the 
rural population, and Co-operative Credit bemg the 
only possible method of fmancing India’s huge 
agricultural population, the co-operaéive depart- 
ments of the Provincial Governments should be 
enlarged to cover all India as soon as possible. 

An additional fifty thousand men will be wanted 
ultimately, for this purpose ; and, for the thorough 
training of these men, large traming institutions 
should be established in every Provmce. Assumimg 
that ten thousand men are available now, this would 
involve the erection in rural areas, of suitable 
simple accommodation for this number while under 
training, also the provision of a training staff. 

Basmg my calculation on my own experience in 
the Sunderbans of Bengal, Rs. 60 per head would 
provide the necessary accommodation, or 6 lakhs 
altogether. The fees payable by the students 
would provide the salaries of the traming staff; 
and the students would provide their own food. 
Allowing one training teacher to fifty students, 
200 traming teachers on monthly salaries of say 
Rs. 300 would be required. Land might be acquired 
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or leased on which to give the students a training 
in simple agriculture. Some of the students might, 
thereafter, take to farming as an occupation. 

One year’s hard training should enable educated 
young? men to take up the work of organising the 
villages co-operatively; and their work in the 
villages would soon compiete their training. 

The money required for the trainmg mstitutions 
would be lent, preferably free of interest, to the 
Provincial Governments by the Government of 
India, and would be refunded by the Provincial 
Governraent within say 25 vears or whatever time 
might be arranged. The Provincial Governments 
would recover the loans over a like period from the 
people, through the Co-operative Societies. 


———_ een 


Docrors, 

When the people are organised co-operatively 
and are solvent, they will want doctors and primary 
school teachers. One hundred thousand doctors 
may be wanted, ultimately. forall India allowing 
one doctor to 3,000 peuple. 

Additional Medical Trainmg Institutions should 
be opened in the Capital or sul-divisional head- 
quarters of each Province, to train men for village 
work up to the Suv-Assistant Surgeon stage to 
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begin with ; and, primarily, for preventive work. 
Assuming that 10,000 suitable young men are 
available now, a training staff of 500 professors— 
allowing say 20 students to each professor—would 
be required on monthly salaries of Rs. 600 ino#iding 
travelling allowance. The cost of any buildings 
required would be lent to the Provincial Govern- 
ments by the Government of India, did would be 
recovered, ultimately, from the people, over a period 
of 25 years or whatever time might be arranged. 
The fees payable by the students would provide 
the salaries of the Professors, as far as possible ; 
and the students would provide their own food. 


ee ee 


Primary Scuoot TEACHERS. 


A milhon primary school teachers may be wanted, 
ultimately, for all India. Assuming that one 
hundred thousand suitable young men are available 
now, accommodation for this number would be 
required in rural areas. Sixty lakhs would suffice 
for the accommodation. The fees paid by the 
students would provide the salaries of the training 
teachers, and the students would provide their. 
own food. 

Masters for these Primary Training Institutions 
might require monthly salaries of Rs. 75 to 100. 
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Allowing one training teacher to 50 students, 2,000 
training teachers would be required. One years’ 
training should suffice. The salaries of the primary 
schgol teachers might average Rs. 25 per month.* 

The cost of accommodation required by the 
students would be lent free of interest to the 
Provincial Governments, by the Government of 
India, and would be recovered over a period of 
years from the people. 

When the people are organised co-operatively 
and are solvent, doctors and teachers will be 
engagél and paid by the people direct, thus 
obviating taxation by Government. But for a 
few years at the beginning, while the people are 
becoming solvent, a Joan of several crores may be 
required from the Government of India to pay 
the salaries of the additional co-operative staff, 
doctors, and primary school teachers. This, how- 
ever, aS well as the cost of the buildings. would be 
recovered from the people, over a period of years. 


In Bengal, the money-lenders and the various 
middlemen take half the peoples’ crops, or say 
Rs. 25 per acre. Assuming that over all India, the 
people would save even Rs. 5 per acre through 


ere eee 


* acrording to the Hartog Report, the salaries of Primary School 
teachers run from I. 8-6-0 in Benga! to Hs. 47 in Bombay. 
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co-operative organisation, this saving would amount 
to 125 crores yearly on the 250 million acres of 
cultivated land in British India. There need not, 
therefore, be the slightest difficulty in recovering 
over a period of years, from the people, ‘when 
organised co-operatively, the few crores lent by 
the Government of India for the building of New 
India. 

The Provincial Governments might be authorised 
to draw up to 1 crore to begin with, which is 
probably as much as they would be able to use 
for some time, dividing the crore according to the 
population of each province. For example, Bengal 
with a population of 46 millions or one seventh of 
India, might draw 14 lakhs, Bombay with a popula- 
tion of 20 millions, 6 lakhs, and so on, each province 
submitting to the Government of India a monthly 
account showing how the money was being spent. 

“Banking Credits cost nothing to create, and 
they may be absolutely indestructible.”* The 
loan proposed for the building of New India, 
would, therefore, cost Government nothing. 


* Macleod's Eiemems of Banking. 
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The Banking Enquiry. 


The purpose of the banking enquiry is to develop 
banking, with a view to the development of India, 
agriculturally and industrially. But as Walter 
Bagehot shows in his Lombard Street there can be no 
large system of deposit banking either in India or 
elsewhere until the metallic money has been re- 
placed by small notes. I here quote what Bagehot 
Says !— 

“f am only narrating unquestionable history. 
And part of this certain history is that the best 
way to diffuse bankmg in a community Is to 
allow the banker to issue bank notes of small 
amount that can supersede the metal currency. 

“Paper issue is the natural prelude to deposit 
banking. 

‘A note issue is mainly begun by loans. 

“The issue of notes by a banker prepares the 
way for the deposit of money with him. 

“A system of note issues is. therefore, the best 
introduction to a large system of deposit banking. 
As yet, historically, it 1s the only introduction ; 
no nation as yet, has arrived at a great system 
of deposit banking without going first through 
the preliminary stage of note issues, and of such 
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note issues the quickest and most efficient in 

this way is one made by individuals resident in 

the district and conversant with it.” 
Therefore— | 

1. The One Rupee note must come back, and the 
Royal Commission on Currency and Finance 
recommended that it should come back. 

2. The notes should be issued chiefly in the form 
of loans. 

3. The loans should be issued through the co- 
operative societies, these being the most 
efficient agents for the purpose,’ being 
“resident in the district and conversant 
with it.” 

The Government of India acted most unwisely 
when it abolished the One Rupee note ; for, in so 
doing, 1t retarded the development of deposit 
banking and encouraged the hoarding of silver. 
The One Rupee note ought to be re-introduced at 
the earliest possible moment if deposit banking is 
to be developed. 

In England and the West generally, the paper, 
currency is now practically inconvertible ; but in 
India, for some time to come, it will be advisable 
for Government to have im reserve enough silver 
to cash the paper currency when required. AS 
a matter of fact, however, the Government of India 
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has far more silver in hand than is required for 
this purpose. During the must dangerous time of 
the war, as Messrs. Premchand Roychand’s annual 
fingncial review for 1928 shows, the silver reserve 
was only 33 per cent. of the note issues, whereas 
at the end of 1928 it was no less than 73 per cent. 
If 33 per cent. was a safe margin during the darkest 
days of the war it is certainly sufficient in times of 
peace. There are, therefore, no less than 213 
crores of good productive credit money now lyimg 
idle in the Paper Currency Reserve which ought to 
be out developing the country, and bringing in a 
clear 5 per cent. of profit to the Government. 

The Gold Standard Reserve of £410,000,000 is 
also lying idle when it ought to be harnessed to the 
productive power of the country. The Royal 
Currency and Finance Commission recommended 
that the Gold Standard Reserve be amalgamated 
with the Paper Currency Keserve as it 1s now an 
anachronism. If this were done, the £410 mulions 
could be turned into eighty crores of silver rupees 
which would support an issue of fully 200 crores of 
productive credit. There are, therefore, 400 crores 
of good money lying idle m the hands of Govern- 
ment, while India is starving for money. 

If the Enquiry Committee will forgive my saying 
so, I do not think it is giving sufficient consideration 
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to the value of the cash credit as a means of supply- 
ing the capital necessary for the development. of 
agriculture and village mdustries. 

A cash credit is simply credit or trust convegted 
into cash. It is a device for capitalising future 
savings, a method of bringing future savings into 
operation in the present, thus enabling g poor man 
to begin work with his future savings, without 
borrowing the savings of his neighbour. 

The cash credit, which forms so large a proportion 
of modern banking business, originated in Scotland 
25 or 30 vears before the banks had any dvposits 
at all. Deposits came after, not before, cash 
credits. It is, therefore. quite unnecessary to 
collect deposits in order to begin the issue of cash 
credits. 

“A Bank” as Dunning Macleod the standard 
authority on banking says, “is not an institution 
for burrowing and lending monev: it is a manu- 
factory of credit,” or rather it is a manufactory of 
the tnstruments of credit. The term credit means 
belief or trust. When a cultivator wants a loan of 
Rs. 100 to buy a pair of bullocks or to pay off an 
old debt, the question which the bank has to 
consider is, can the would-be borrower be trusted 
to make the money good and to return it? If the 
man cannot be trusted, the bank cannot issue the 
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instruments of ‘credit, say the Rs. 100 of notes 
wanted to buy the bullocks. Credit is a spiritual 
quality residmg in the man who borrows. The 
banker does not create the credit as is commonly 
supposed. All he does is to monetise it. But he 
cannot do this if the credit or trustworthiness is 
non-existent in the would-be borrower. 

The productive capita], or power, of the world 
is not money, whether gold or silver or paper, but 
labour ; and to the extent that India’s labour can 
be trusted by co-operative organisation, or other- 
wise, to make the cash credit good in solid assets 
and to return it, the Government of India, which 
holds the monopoly of the manufacture of all 
money whether paper or silver, and which has so 
much silver lying idle, can manufacture and issue, at 
a handsome profit to itself. all the credit required 
by the people or by itself, without borrowing a 
pice from anyone. Mortgage banks would, there- 
fore, be a fifth wheel to the coach of State, and an 
unnecessary tax on the labour of the poor, Any 
mortgage business can be done by the co- 
operative department without borrowing outside 
capital. 

While the people can neither read nor write, the 
issue of the cash credit must be in the form of notes. 
The Government currency notes are backed not 
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only by the silver in the currency reserve, but by 
the entire wealth of India. 

The greater the volume of productive credit 
issued by the Government, the greater will be the 
inflow of gold and silver in payment of Ifidia’s 
increased exports; in other words, the gold and 
silver reserves of the Government will imcrease 
automatically with its increased issues of productive 
eredit. And, with the development of deposit 
banking, the hoarding of gold and silver will tend 
to decrease, and the Government’s holding of gold 
and silver to increase correspondingly. Waile for 
every additional rupee that thus comes into the 
Treasury, three additional rupees of eredit can go 
out to develop the country still further. 

Allowing one trained co-operator to every 5,000 
of the population, a staff of about 60,000 men will 
be wanted for all India. The cost of this staff will 
be paid for by the people from the proceeds of their 
crops. also the cost of doctors and teachers. Allow- 
ing one doctor to every 3,000 people, 1,00,000 
doctors will be wanted for all India. And, taking 
the Hartog Report as a guide, one and a quarters 
million of primary school teachers will be wanted. 

Four annas per acre (allowing Rs, 100 per month 
as salary) will pay for the co-operative staff. 

Six annas per acre (allowing Rs. 100 per month 
as salary) will pay for the doctors. 
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One rupee per atre (allowing Rs. 20 per month 
as salary) will pay for the primary school teachers. 

Or Rs. 1-10 altogether. These figures are based 
on my own practical experience as landlord. 

He Bengal rice crop is worth Rs. 50 per acre; 
and, as the people lose one half of this where they 
are in the hands of the money lenders and middle- 
men, they*will gladly pay Rs, 1-19 out cf the Rs. 50 
for the uplift they will receive, rather than Rs. 25 
for the stagnation and ill health and ignorance 
which they now receive for their money. 

I cannot say off-hand what is the value per acre 
of the créps in the other Provinces ; but, 1f Bengal 
is typical of all India, the people are now losing over 
Rs. 20 per acre. which, on the 250 million acres of 
cultivated Jand in British India, means a total 
annual loss of about 500 crores, I take it torbe the 
business of the Bunking Enquiry to stop this, and 
to devise a banking system which will ensure that 
the money goes to the men to whom it rightfully 
belongs. 

Co-operative institutions for the training of the 
staff required to bring about this desirable result 
can be established’with the help of a little money 
borrowed from the 400 crores of rupees which are 
now lying idle in the money reserves of the Govern- 
ment of India. The money might be lent to the 
Provinces free of interest for so beneficent a purpose, 
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and the repayment of the printipal spread over a 
good period of years. 

Be it clearly understood that, although there is 
so much good credit lying idle in the Government 
reserves, not one rupee can be issued unles# the 
people will make it good in solid assets, and can be 
trusted to return it. But even if the people are 
not all as angelic as they might be in fhe matter 
of honesty, they can be made to act honestly by the 
co-operative marketing of their crops, recovering 
all loans from the pooled proceeds before the people 
are allowed to handle the money. This is the pro- 
cedure followed by the Board of Agricultute on my 
property in Scotland where the Board haveadvanced 
money to small-holders for the purchase of sheep. 

Bengal will require a staff of about 7,000 men to 
organise the Province co-operatively, and when the 
Province is so organised these 7,000 will prepare 
the way for 15,000 doctors, and 1,50,000 primary 
school teachers. Standing idle in the market- 
place, these thousands of young men are eating up 
the food supply of the country and giving nothing 
inreturn. Jimployed m the wort of nation building 
in the manner suggested, they will increase the food 
supply, improve the health of the people, and prove 
a blessing to themselves and to their country. 
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EXTRACT FROM WALTER BAGEHOT’'S 
LOMBARD STREET, REGARDING THE 
BEVELOPMENT OF DEPOSIT BANKING. 


“The real introductory function which deposit 
banks at first perform is much more popular, and it is 
only when“hey can perform this more popular kind 
of business that deposit banking ever spreads guickly 
and extensively. This function is the supply of the 
paper circulation to the country, and it will be 
observed that I am not about to overstep my limits 
and diScugs this as a question of currency. In what 
form the best paper currency can be supplied to the 
country is a question of economical theory, with 
which I do not meddle here. [am only narrating 
unquestionable history ; not dealing with an argument 
where every step is disputed. And part of this certain 
history is that the best way to diffuse banking in a 
community is to allow the banker to issue bank-notes 
of small amount that can supersede the metal currency, 
This amounts to a subsidy to each banker to enable 
him to keep open a bank and until depositors choose 
to come to it. The cOntry where deposit banking 
is most diffused is Scotland, and there the original 
profits were entirely derived from the circulation. 
The note issue is now a most trifling part of the 
liabilities of the Scotch banks, but it was once their 


130 Appendiz. 


mainstay and source of profi® A curious bvuok, 
lately published, has enabled us to follow the course 
of this in detail. The Bank of Dundee, now amal- 
gamated with the Royal Bank of Scotland, was 
founded in 1763, and bad become before its amalgama- 
tion, eight or nine years since, a bank of considerable 
deposits. But for twenty-five years from its 
foundation it had no deposits at all. It subsisted 
mostly on its note issue, and a little on its remittance 
business. Only in 1792, after nearly thirty years, it 
began to gain deposits, but from that time they 
augmented very rapidly. The banking history of 
England has been the same, though we have no 
country bank accounts in detail which go back so far. 
But probably up to 1830 in England, or thereabouts, 
the main profit of banks was derived from the circula- 
tion, and for many years after that the deposits were 
treated as very minor matters. 

‘“The reason why the use of bank paper commonly 
precedes the habit of making deposits in banks is 
very plain. It is a far easier habit to establish. In 
the issue of notes the banker, the person to be most 
benefited, can do something. He can pay away his 
own ‘ promises ° in loans, in wages, or in payments 
of debts. But in the getting ot atposits he is passive. 
His issues depend on himself; his deposits on the 
favour of others. And to the public the change is 
far easier, too. To collect a great mass of deposits 
with the same banker, a great number of persons 
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must agree to do something ; but to establish a note 
circulation, a farge number of persons need only do 
nothing. They receive the banker's notes in the 
common course of their business, and they have only 
notte take those notes to the banker for payment. 
If the public refrain from taking trouble, a paper 
circulation is immediately in existence. A paper 
eirculation@is begun by the banker, and requires no 
effort on the part of the public; on the contrary, it 
needs an effort of the public to be rid of notes once 
issued. But deposit banking cannot be begun by the 
banker, and requires a spontaneous and consistent 
effort fA the community, and therefore paper issue is 
the natural prelude to deposit banking. 

“The way in which the issue of uotes by a banker 
prepares the way for the deposrt. of money with him 
is very plain. When a private person begins to possess 
a great heap of bank-notes, it will soon strike him that 
he is trusting the banker very much, and that in return 
he is getting nothing. Ife runs the risk of Joss and 
robbery just as if he were hoarding coin. JIe would 
run no more risk by the failure of the bavk if he made 
a deposit there, and he would be free from the risk of 
keeping the easP: — Nee bt it tukes time before even 
this simple reasoning is understoud by uneducated 
minds, So strong is the wish of most people to see 
their money that they for some time continue to 
hoard bank-notes ; for a long period a few do so. But 
in the end common sense conquers. The circulation 
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of bank-notes decreases, and ti deposit of money 
with the banker increases. The credi#of the banker 
having been efficiently advertised by the note, and 
accepted by the public, he lives on the credit so gained 
years after the note issue itself has ceased to ba Pery 
important to him, 

“The efficiency of this introduction is proportional 
to the diffusion of the right of note issuq, A single 
monopolist issuer, like the Bank of France, works its 
way with difficulty through a country, and advertises 
banking very slowly. The reason is that a central 
bank, which is governed in the capital, and descends 
ona country district, has much fewer modes of ending 
money safely than a bank of which th® partners 
belong to that district, and know the men and things 
in it. A note issue is mainly begun by lvans, there 
are then no deposits to be paid. But the mass of 
loans fa a rural district are of small amount ; the bills 
to be discounted are trifling; the persons borrowing 
ate of small means and only local repute ; the value of 
any property they wish to pledge depends on local 
circumstances. A banker who lives in the district, 
who has always lived there, whose whole mind is a 
history of the district and its changes, is easily able to 
lend money safely there. Bue. my: iager deputed by a 
single central establishment does so with difficulty. 
The worst people will come to him and ask for Joans. 
His ignorance is a mark for all the shrewd and crafty 
people thereabouts. He will have endless difficulties 
in establishing the circulation of the distant bank, 
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because he has ypt phe local knowledge which alone 
can teach him how to issue that circulation safely. 

“A system of note issue is, therefore, the best 
introduction to a large system of deposit banking. 
As yet, historically, it is the only introduction ; no 
natiof—’, as yet, has arrived at a great system of deposit 
banking without going first through the preliminary 
stage of note issues, and of such note issues the quickest 
and most®efficient in this way is one made by 
individuals resident in tie district and conversant 
with it, 

“This, therefore, is the reason why Lombard 
Street exists ; that is why England is a very great 
money? market, and other European countries but 
small ones in comparison. In England and Scotland 
a diffused system of note issues started banks all over 
the country. In these banks the savings of the 
country have been lodged, and by these they have 
been sent to London. No similar system arase else- 
where, and in consequence London is full of money, 
and all Continental cities are empty as compared with 
it. The monarchical form of Lombard Street is due 
also to the note issue.’’ 
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